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PREFACE 


Under the title ‘The Political Doctrine of Fascism” there was 
published in the October, 1926, issue of International Conciliation an 
address delivered by the Italian Minister of Justice which had been 
accepted by Premier Mussolini as an authoritative statement of the 
philosophy of Fascism. The present document contains an equally 
authoritative statement of Italy’s financial policy prepared for the 
Carnegie Endowment by the Italian Minister of Finance. It is 
offered to the readers of International Conciliation—together with 
the full text of the speech made by the Minister of Finance on June 2, 
1927—as a contribution towards an intelligent understanding of 
recent developments in Italy. 

The text of the Italian Labor Charter promulgated by the Italian 
government on April 21, 1927 is also included for the same purpose. 

A bibliography of books on Italy will be found on pages 56-61 of 
International Conciliation No. 223, “The Political Doctrine of Fas- 
cism,’’ October, 1926. A list of the more recent books on Italy will 


be found at the end of this document. 


NICHOLAS MuRRAY BUTLER. 


New York, October 5, 1927. 
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ITALY’S FINANCIAL POLICY 
As Outlined By 


Count Votpi OF MISURATA 


When I was called a little over two years ago, on July 13, 1925, 
to direct the Ministry of Finance, I told the Italian and foreign jour- 
nalists who wanted to interview me as to my intentions and my pro- 
gram, that I wished to be mute, but not deaf. 

My long experience as a business man and politician has taught 
me to prefer acts to words. Before acting as a negotiator for the 
Government of my country, my duties as president of financial and 
industrial companies had led me to enter into relations in the inter- 
national field. I have thus had a long training from which I have 
learned that when one is engaged in constructive work, one never 
regrets not having spoken. 

On one of my journeys in the East a rough inscription on a stone 
was deciphered for me, which said, “He who tarries to talk with a 
wayfarer makes no progress with his own journey.’’ This simple 
maxim, so simple that it appears almost trite, states a great truth. 
When one has a goal to attain one is of course compelled to talk, but 
one should say only what is necessary, and above all things, one 
should avoid forecasts, which are always harmful, and too many 
illustrations, which are equally harmful, for they distract attention 
from the fundamental basis of facts. 

When I took over the Ministry of Finance, I knew what I had to 
do, but I also knew that success depends on adapting one’s ideas to 
the needs of the case and to the development of events. 

There are no such things as miracles, either in politics or in finance. 
Neither can one improvise or build up theories to which events must 
be forcibly fitted. I firmly believe that when the foundations of a 
concern, whether it be public or private, have been well laid, and 
when the orderly progress of the work has been assured by providing 
the necessary safeguards, the attention of the director of the work 
should be devoted to presiding over it and correcting any errors which 
may arise, interfering as little as possible, and when he must inter- 
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fere, doing so in such wise as to disturb as little as possible the 


diligent activities of the men engaged in the task. 

It has been said that notwithstanding my expressed intention, ] 
have spoken. I have spoken as little as possible and listened ag 
much as possible. Assertions must be interpreted in accordance 
with the logic of the situation. A Minister who was literally dumb 
would not be a Minister, and still less a Minister of Finance. Just 
as a man who talked too much would fail in his duty as Minister, 

The Carnegie Endowment for International Peace has asked me 
to give a financial statement for publication in the United States, 
Each year, when the Budget is before Parliament, the Minister of 
Finance makes such a Financial Statement, in which he reports to 
the House on the situation and on the work accomplished. On 
June 2, 1927, I made a statement in the House of Deputies which 
lasted nearly two hours, in which I believe I set forth as fully and 
accurately as possible the financial and economic situation of Italy! 

I could summarize, for a wider public, what I then said. I prefer 
to secure the same result by running through the chief speeches | 
have made since taking office as Minister of Finance. This will show 
that my speeches have been, as I wished them to be, sign-posts 
marking the progress of events. 


THE SETTLEMENT OF THE WAR DEBTS 


My first speech in the House as Minister of Finance was delivered 
on December 5, 1925 to announce, as I did shortly afterwards in 
the Senate, the conclusion of the agreements between Italy and 
the United States for the settlement of the war debt, made in Wash- 
ington on November 14, 1925, and the Loan obtained from J. P. 
Morgan and Company of New York on November 18, 1925. 

In February, 1926, I informed the Italian Parliament of the agree- 
ment arrived at with Great Britain. 

By these agreements I had met one of the essential needs of the 
Italian Budget: the settlement of the foreign debt. 

It was an unknown quantity which weighed on our budget with 
the overwhelming figure of some 130,000 million lire at the ruling 
exchange rates of the day, while the actuarial value of the liability, 
at the present rate of exchange, and taking into account the amounts 
already paid, has been reduced to less than 15,000 million lire, pay- 
able over a period of 60 years from reparation receipts. 

1See p. 20. 
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The American loan of 100 million dollars, equivalent to 500 mil- 
lion gold lire, was obtained because, notwithstanding the favorable 
conditions of our monetary problem (the Italian exchange market, 
then under the direct daily supervision of the Treasury, had settled 
down to relative stability) and of the problems connected there- 
with—circulation, credit, and Treasury conditions—our gold re- 







































Just serve was small and it was desirable to increase it. 
er. In accordance with the program adopted, the proceeds of the 
1 me Morgan loan were transferred by a decision, taken at my suggestion 
ates. by the Council of Ministers on August 31, 1926, from the Treasury 
r of to the Bank of Italy, thus reducing the note circulation issued on 
'S to behalf of the Treasury by 2,500 million lire. The ratio of the cir- 
On culation to the gold reserve at the present rate of exchange for ap- 
hich preciated valuta affords a cover of 54.47% apart from the large 
and sums at the disposal of the Treasury through the Exchange Institute, 
ily.! secured more especially by the purchase of appreciated valuta ob- 
efer tained by foreign loans made for constructive purposes by munici- 
| palities and private companies, and by direct purchase when favor- 
low able opportunities offered with the cash held by the Treasury itself. 
sts 
THE NATIONAL BUDGET 
On March 28, 1926, I delivered a speech in Turin to commemorate : 

the 7th anniversary of the founding of the Fasci. It was a political a 
ed anniversary but I was expected to speak on the financial situation 
* and I did so. I then recalled the serious condition in which the 
nd Fascist Government took over national finance after the march 
h- on Rome. The Budget deficit of over 15,000 million lire with which 
P. the financial year 1921-22 had closed had been described by the 

men then in power as an inevitable evil which might be reduced but 
* not eliminated. The deficits on the State’s industrial enterprises 

(that on the railways amounted in that same year to 1,258 million 
° lire) seemed beyond remedy. The stormy fiscal policy then pur- 

sued had led to a dangerous exhaustion of revenue resources. The 
h local government bodies were on the way to bankruptcy. 
B I was able to state at Turin that the deficit, which had been re- 
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duced to 3,029 million lire at the close of the financial year 1922-23, 
after eight months of the Fascist régime, and to 418 million lire on 
June 30, 1924, had been converted into a surplus of 417 million lire on 
June 30, 1925, as I had had the pleasure of announcing to Parlia- 
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ment. The railway deficit had been turned into a surplus of 378 
million lire at the close of the financial year 1925-26. I then de. 
scribed how this had been achieved, through a strict, prudent, and 
constructive financial policy based on more careful assessments, a 
more equitable incidence of taxation, and a stricter control of ex. 
penditures. The Head of the Government had said in one of his 
speeches to the House: ‘When finance is sound and solid and safe, 
all is safe, but if finance collapses, the whole Nation will collapse,” 
The greatest care has been devoted to the financial and economic 
policies of the Italian Government. 

While measures were being taken to balance the Budget, a policy 
has been initiated for valorizing all our national resources, agri- 
cultural, industrial, mining—from wheat to petroleum—so as to 
check the easy but costly habit of securing supplies of raw materials 
from abroad which our own territory could supply to our national 
industries. Italian economic life is now called upon to make its ut- 
most effort. The National Export Institute, and the General Italian 
Petroleum Corporation are organs for carrying out this economic 
policy of the Government. 


UNIFICATION OF NOTE ISSUES 


On April 18, 1926, I delivered a speech in Naples at the head- 
quarters of the Bank of Naples, where I had gone to convey my greet- 
ings to Count Nicola Miraglia who, at 92 years of age, after long years 
of loyal and valuable service to the Government, and after directing 
the Bank of Naples for many years, which had been reorganized by 
him in a time of great difficulty, had asked permission to retire to a 
well-earned rest. 

A few days previous, the Fascist Grand Council had approved the 
proposal made by me to centralize the note issue privilege in the Bank 
of Italy. 

This centralization had been under consideration for over thirty 
years. The eminent Italian statesman, Francesco Crispi, had ex- 
pressed himself in favor of it in 1893. But local patriotism was 
then too strong in Italy to allow such a reform to be carried out. 
The unitarian spirit had to become a living national reality, vivified 
by Fascism, before the change could be made, as it was made by the 
Decree Law of May 6, 1926. “Italy,” asI then stated in my Naples 
speech, “with the organization of her great and complex commercial 
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f 378 enterprises has completed the cycle of regional economy and she now 
1 de. requires that the Government which directs the life of the Nation, 
» and provide her with a currency organ adequate to meet the needs of pro- 
ts, a duction and exchange whose activities act and react throughout the 
f ex. whole of our national territory. Italy is now entering the arena of 
f his international finance, her credit is quoted on foreign markets, and 
safe, her actions show her firm determination to see her valuta judged on 
se,” its own merits as it should be, for ours is a country which respects 
mic all interests and wishes to see her own position as a producer re- 






spected in the international sphere.” 










licy “The stage now reached by the productive activities of the Nation 
gri- demands the unified control of the monetary system, for it is essential 
to that the credit policies of the country be likewise placed under uni- 
ials fied guidance and supervision.” 

nal As I have stated, the centralization of the note issue privilege in 
ut- the Bank of Italy was enacted by the Royal Decree of May 6, 1926, 
ian N. 812, and by the Royal Decree of June 15, 1926, N. 1195, which 
nic sanctioned the agreement of that date between the Italian Govern- 






ment and the Bank of Italy: the Royal Decree of November, 1926, 
N.1192, sanctioning the agreement between the Italian Government, 
the Bank of Italy, the Bank of Naples, and the Bank of Sicily, signed 














d- on June 26: the Royal Decree Law of July 23, 1926, N. 1298, con- 
*t- taining the provisional arrangements concerning the reorganization 
rs of the Banks of Naples and Sicily in connection with the note issue. 
1g The transfer of the reserves, notes and credit functions from the Banks 
"y of Naples and Sicily to the Bank of Italy was accomplished with the 
a utmost regularity. While the Bank of Italy is now the only Bank of 
Issue, the Banks of Naples and Sicily will continue to exercise their 
le functions as powerful organs for the collection of savings and the 
k distribution of credit in the interests of national as well as regional 
economic life. 







THE CONTROL OF EXPENDITURE 


On June 3, 1926, I delivered a speech in the House of Deputies on 
the expenditure of the Ministry of Finance during the financial year 
which had just closed and on the estimates for the year 1926-27. 
I prefaced my remarks by some general considerations on the prob- 
lem of expenditure. ‘I had the pleasure,’’ I stated, “of announcing 
to you last year a surplus of 417 million lire: this surplus has now 
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increased: on April 30, ult., it stood at 668 million as compared 


to 562 million at the end of March, and as compared to a deficit of 
some 226 million lire in April, 1925. This shows that I have kept 
my promise to protect and increase the budget surplus.” 

Then, pointing out that there had been some important increases 
in expenditure, I added: “I refuse to consider the problem of ex. 
penditure as a mere accountancy question apart from the productive 
efficiency of the country. I consider that a policy of severe control 
and selection is essential if the Budget surplus is to be maintained; 
but I cannot approve of a policy of mere renunciation which I should 
look upon as extremely harmful.” 

“Italy must be able to discriminate in the matter of expenditure, 
while at the same time measuring expenditure by receipts, and avoid- 
ing with inflexible severity all unessential outlays. Her technical 
equipment was neglected during the war years, and in those which 
immediately followed, and it must now be brought up to the pro- 
ductive requirements of a great Nation.” 

After carefully examining the financial situation of the country, 
I concluded my speech by stating that Italian national finance is 
sound and solid, and reflects the soundness and solidity of the Nation. 

“Ttalian national finance,’’ I said, “is sound because it is above 
all things sincere: it is solid because the vigilant action of the Govern- 
ment is paralleled by the well-regulated activities of the citizens, in 
whom the conviction is steadily growing that national wealth is the 
result of the work and productive activities of the individual.” 

“Ttalian finance,” I went on to say, “is not plain sailing. Finance 
is not plain sailing in any great nation today, not even in the wealth- 
iest. The great war destroyed probably 30% of the public and private 
wealth of Italy: our resources are limited: we still need to draw 
large supplies from abroad: our population is increasing annually 
by some 400,000 persons. Between the two equations, ‘production 
and labor,’ and ‘natural resources and capital,’ the discrepancy, 
which could be noted before the war still exists. Nevertheless Italy 
has secured financial results which enable her to face the future 
with proud serenity.” I concluded by warning the Italian people 

of the need of obeying the injunction of self-sacrifice and strict 
frugality, as it had already obeyed promptly and fully the injunction 
to serve the nation in the army, in the field, and in the workshop. 

In these remarks I foresaw the need of bringing Italian economic 
life into harmony with present possibilities, an imperative need which 
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Pared became categorical when, in due time, a policy of deflation and 
Cit of revalorization was adopted. 
. kept 


INDUSTRIAL SECURITIES AND THE STOCK EXCHANGES 
On June 17, 1926, I delivered a speech at the opening of the stock 

























Cases 
f ex. exchange at Bologna which offered me an opportunity to speak on 
Ctive the security market. 
ntrol “Italy,” I then said, “is the latest to join the comity of great 
ined: Nations and to take her place in the international economic arena. 
ould But the talents and productive capacity of Italian captains of 
industry have created in a few years a great network of industries 
ture, which support one-fourth of our population.” 
roid- “In 1900 we had 648 joint stock companies with a capital of some 
ical 2,212 million lire: in 1908 the companies numbered 2,509 with 
hich approximately 5,000 million lire of capital: in 1914 the number of 
pro- companies had risen to 3,138 and the capital to nearly 6,000 million 
lire: in 1921 there were 6,191 companies with over 20,350 million 
try, lire of capital: in 1924 there were 9,078 companies with 28,420 
e is million lire of capital: in 1925 there were 10,737 companies with 
ion, 36,480 million lire of capital: and at the end of 1926 the number 
ove stood at 11,913 companies with 40,200 million lire.” On June 30 
rn- of this year, the companies numbered 12,451 and the capital amounted 
, in to 41,100 million lire. 
the The Government had to intervene to regulate the increase of 
capital in the case of companies with over 5 million lire, to prevent 
nce the too rapid growth of industrial activity from becoming a perturbing 













th- factor in private and national economic life. Since then the growth 
ate has been better regulated. 

aw I thought it necessary to introduce this measure not to check 
lly industrial development, but to regulate it in the interest of all 
on concerned. 

cy, All phenomena, and especially those of finance, must be faced and 
ly solved in a spirit of equilibrium and order. Thus, when in August 
re 1925 I became convinced that building activities were going forward 
le with excessive and unorganized rapidity, evidenced by the fact that 
ct in 18 months in the years 1924-25 over 7,000 million lire had been 
n invested in them, I had recourse to two kinds of measures, one of a 






transitory nature to eliminate the drawbacks consequent on a 
congestion in the building trades, the other of a permanent character 
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for encouraging the building of houses of the description most needed 
to meet social requirements and the dictates of economy. 

In my speech at Bologna I also spoke of the fluctuations on the 
security market which are characteristic of stock exchanges the 
world over, and I reminded my audience that while, in the autump 
of 1925, New York stock quotations had arisen to very high figures, 
in March 1926, the opposite phenomenon had set in with a fall which 
in three weeks represented a loss to American: financiers of over 
4,000 million dollars. It should be noted that this collapse coincided 
with events which should have favored and sustained high prices, 
such as the settlement of a long mining strike, and the enactment ofa 
fiscal reform which reduced considerably the tax charges on savings, 

I then pointed out that the fluctuations on the Italian stock 
exchange should be taken into due consideration, but that their 
importance should not be exaggerated, as not more than 15,000 
million lire worth of securities are listed on the Exchanges, while as 
a matter of fact they actually handle a value of only some 5,000 
million. Indeed, I then arranged to have the number of securities 
handled on the exchanges published daily together with the number 
of those existing, so that bearers should not be deceived as to the 
real value of such securities by the speculative prices obtained for 
those handled on the Exchanges and subject to the caprice of spec- 
ulation. The same holds good of Government securities, which are 
sometimes subject in Italy, as elsewhere, to unjustified depreciation, 
regardless of their essential value and of the credit enjoyed by the 
Government. 

On the same occasion I stated that the General Accountancy 
Office of the State had placed the surplus for the financial year 1925- 
26 at 1,489 million lire: later returns altered that figure and raised 
it to 2,268 million lire, as I announced to the Senate on December 9, 
1926. 

The General Accountant of the Treasury in handing me this 
figure, which is unprecedented in the history of Italy, said: “This 
figure, which is the boast of the Fascist régime, overwhelms all 
criticism by its importance: I therefore refrain from analysis and 
deductions.” 


FUNDING OF THE FLOATING DEBT 


On the same occasion I spoke to the Senate of the funding of the 
floating debt and the issue of the Lictor’s Loan. 


[ 16 ] 
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The Central Office of the Senate concluded its deliberations by 
sanctioning the decrees in question in the following terms: “The 
financial operation in question is one of the most important and we 
have no hesitation in saying, one of the most able which have been 
carried out in our country. It could only have been conceived and 













itumn 
gures, brought to a successful conclusion by a strong Government, sure of 
which the consent, not only of both Houses of Parliament, but also of that 






of public opinion. We propose that you give your unanimous ap- 






























ov 
sided proval to the laws relating thereto.” I then said that I accepted the 
rices, flattering remarks of the Central Office not in the name of the Govern- 
t ofa ment, and still less in my own name, but in that of the Italian people 
ings, which knows how to face and solve the problems of its national life 
stock with ability and serenity. 
their The Treasury Bill is an instrument which should represent a 
000 safe means of procuring ready money for the Treasury, and should 
le as form a small percentage of the national debt. It had degenerated in 
,000 post-war years. 
ities Prior to the funding operation, nearly 30% of the Italian national 
nber debt consisted in these Bills. I compared the situation to that of a 
the great commercial enterprise which should have 30% of its invest- 
for ments in the shape of short-dated notes to bearer. Bankruptcy 
pec- would be a latent and ever-present danger. 
are Before we acted, France and Belgium in the face of a similar danger, 
ion, had had to act. As soon as a market tendency to present Treasury 
the bills for payment became apparent—such payments amounted to 
nearly 2,000 million lire in three months—the Italian Government 
ney had no hesitation in deciding to fund the floating debt. 
25- In my speech to the Senate I solemnly declared that the Govern- 
sed ment had broken none of its promises, as one must not destroy the 
r 9, spirit of a promise by adhering to the letter. We had to protect the 
soundness of Italian finance, the corner stone on which a sound cur- 
his rency rests and by which it is judged. The State would have broken 
his its engagement if it had gone on paying its creditors in a steadily 
all depreciating currency, with all its inherent evils. 
nd By funding the floating debt and converting it into a new security, 
popularly known as the Lictor’s Loan, the issue was opened to public 
subscription, and its function was defined by the late lamented Luigi 
: Luzzatti as “organic and compensatory.” ‘The loan,” wrote 
e 


Luzzatti, “ensures beyond doubt a good rate of interest to the sub- 
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scribers for a fixed period of years and it saves Italian finance from 
the fatal dilemma of either inflating its currency, or steadily fe. 
stricting discounts and all forms of credit.” 

The subscription to the Lictor’s Loan was received with favor by 
the public as is shown by the results secured: three million persons 
subscribed amounts exceeding 3,000 million lire. Italian emigrants 
residing abroad participated in the subscription to the extent of over 
200 million lire. 

Thus the Fascist Government has radically settled the question of 
the floating debt, which now barely amounts to 66.6% of the total 
debt and consists exclusively of outstanding Bank and Treasury 
notes. At the same time the National Debt itself has been reduced 
by over 4,000 million lire. At my suggestion the Council of Ministers 
is about to establish a Sinking Fund for the further and gradual re- 
duction of the National Debt. On June 30, 1923, this debt amounted 
to 95,544 million lire: on May 31, 1927, it stood at 90,751 million. 


LOGICAL DEVELOPMENTS 


I think that the above facts justified me in stating in the House 
of Deputies on June 2, 1927: “Since the advent of the Fascist Govern- 
ment, financial policy has followed strictly logical lines laid down by 
the Leader of Fascism and Head of the Government. The execution 
of this plan during the last two years has been entrusted to me. 
Others might have discharged the duty with greater ability, but 
none certainly with greater confidence or solidarity of purpose with 
our Chief. My confidence is based on reasoned optimism resulting 
from an intimate knowledge of all the factors involved.” 

In the same speech I stated that it was the intention of the Govern- 
ment to maintain the lira exchange on gold at the present rate until 
the whole cycle of manufacturing and agricultural production, trade 
and credit relations have been leveled up to it, and until they have 
had sufficient time to adjust themselves to the new parities. Sub- 
sequently the communication sent out by the Head of the Govern- 
ment in consultation with the Minister of Finance, has fixed the rate 
of lira exchange for an indefinite period around 90 to the pound 
sterling. 

This entails a revision of all the factors in Italian economic life, 
which I foresaw would be necessary as far back as my speech delivered 
at the end of March, 1926, in Turin. I then reminded Italian pro- 
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ducers of the need of adjusting themselves to the general needs of 
the economic situation and of the valuta: and again in October of 
that year, speaking to the merchants of Genoa, I said that the path 
traced by the Prime Minister at Pesaro is the only one which can 
both rehabilitate the currency and the economic life of the nation, 
and I urged the elimination of economic superstructures which would 
inevitably be forced out of business by a policy of deflation and 
revalorization. 

“Let each of us measure,” I then said, and I repeated the words in 
my last speech to the House, “his activities, however bold, by the 
means at his disposal. Only thus will the Fascist Government be 
able to meet the real needs of those who produce and create authentic 
new wealth for the country.” 

“Sound industries and productive activities will survive the in- 
evitable adjustment crisis, even though suffering for a period, which 
will undoubtedly be short, heavy reductions of profits: but when the 
necessary price discrepancies cease, and when the necessary time is 
given to make the adjustment, then export trade both of manufac- 
tured goods and farm products will recover its vigor.” 

The general tendency of the speeches I have delivered since taking 
office as Minister of Finance, and which I have here tried to outline, 
leads, it seems to me, to one conclusion: that the financial measures 
taken by the Italian Government have been systematic, tenacious, 
and progressive. They represent one of the aspects of the life which 
the Italian people intend to live, a life of activity and struggle, of 
ceaseless, steady progress. 

I take pleasure in reminding my American friends of this, for I 
know that they follow the progress of Italian finance with under- 
standing sympathy. They have always appreciated our sincerity 
and the honest clearness of our language. 

The friendship between these two Nations of workers is one based 
on mutual esteem and it will grow ever stronger. 
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FINANCIAL STATEMENT! 
By 


Count VoLpi oF MISURATA 





Honorable Members of the House, 


I think the House will be at one with me in considering that the 
Minister of Finance has a difficult duty to discharge in speaking of 
the general interests of the Country, even though it be from the 
financial standpoint only, while this hall is still echoing with the 
great speech delivered here by the Prime Minister, who in speaking 
of the monetary problem, the predominating feature of public 
finance, made such incisive and conclusive statements. 

But I believe that apart from the financial statement which the 
Minister of Finance is required to make, the Nation is entitled, 
indeed I would rather say that it now feels it a duty to acquaint 
itself with all phases of the administration of the public purse, 
and that it is ready to listen to admonitions from the Government 
on this complex subject. 

The financial year which opened in July 1926 has undoubtedly 
been an exceptional one in Italy, nor do I think that the year which 
is approaching will differ from it essentially. 

Both years mark certain phases in the Nation’s noble effort, 
phases of the reorganization on which the whole people is tena- 
ciously engaged, phases in the toilsome ascent initiated by the Fascist 
Revolution in the field of finance no less than in that of politics, 
for after all finance is but one aspect, and one of the most signifi- 
cant, of the policy of a Nation. 

The periods we are considering are comprised within the cycle 
of events connected with the world post-war economic settlement, 
events differing in their outward aspect from place to place but sub- 
stantially similar, while the forward movement toward a definite 
goal is, we have no hesitation in saying, more rapid in Italy than 
elsewhere. 


1 Made in the Chamber of Deputies, June 2, 1927. Reprinted from Provveditorato Gen- 
erale dello Stato, Libreria, Rome, 1927—Year V. 
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] must crave your kind attention in following this statement of 
measures taken, achievements, work in hand, and work still to be 
performed. I make no claim to submit new or startling programs; 
they are not in keeping with the Fascist style which looks to concrete 
results. I shall limit myself to clear and precise statements which 
will connect up the past with the immediate future. 


Since the Fascist Government came into office financial policy 
has followed the strictly logical lines laid down by the Founder of 
Fascism, the Prime Minister. For the past two years the task 
of carrying out this policy has been entrusted to me; others might 
have discharged this duty more ably, but none could have done 
so with greater faith or closer solidarity of purpose with our Chief, 
and confidence based on reasoned optimism founded on a knowl- 
edge of all the factors involved. 

The Fascist Government had to balance the National Budget, 
swollen and shaken by our holy and victorious war, and yet more 
severely injured during a post-war period which history has now 
judged and condemned. Taxation had to be reorganized and sim- 
plified, the country had to be delivered from the burden and more 
especially from the menace of the foreign war debts, the problems 
arising from the national debt and the currency had to be brought 
into line and regulated, it was necessary to prepare in due time, 
and realize as fast as possible, a settlement of a situation which 
was and is inevitably artificial for all the peoples who participated 
in or were closely affected by the war, and every effort had to be 
made to attain a new equilibrium with the least possible hardship. 

All this has been or is being done, and I can boast of having carried 
out a notable part of this program. 


For us as for our Continental Allies the monetary problem has 
been the preponderating one during 1926, and it has affected all 
the other problems. 

From the 1st of September 1925 the relation of our money to gold 
had settled down within limits which, while inferior to its intrinsic 
value, yet secured it a fairly satisfactory status on international 
markets. But in May of last year a wave of speculation, originating 
in the great British strike, seemed bent on upsetting all the internal 
and external economic relations of the continental currencies of the 
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former Allies; our own currency was hard hit though not so badly 


as others. 

International speculation of this pernicious kind is a sad product— 
mainly European—of the post-war period. In pre-war days it was 
practically unknown. 

The few and needy speculators engaged in arbitrage transactions 
who even before the war were connected with certain banks, more 
especially in Central Europe, have grown since then into a dangerous 
gang of powerful thugs, lying in ambush wherever symptoms point 
to an important monetary movement. Their first target was the 
German mark; one after another the Austrian, Polish, and Rumanian 
currencies followed suit, then came the turn of the French frane, 
the Belgian franc, the lira, and yet others. It is not a question of 
“bulling’’ or “bearing” the market; their game is to provoke a 
movement of some sort in either direction so as to secure an ignoble 
profit out of the savings and the labor of a whole people. It isa 
“Black Hand’”’ little known to the general public, identified by the 
leading Treasuries, unworthy and contemptible. 

It can be safely said that this rank weed does not flourish in 
Italian soil; moreover the measures I took in August 1925 checked 
all inclination to cultivate it. I shall describe further on the steps 
taken by the Treasury to protect itself against such international 
speculation. 

Of course care must be taken not to confuse this miserable, patho- 
logical phenomenon with legitimate trade in foreign valuta, even if of 
a speculative nature, when by speculation we mean its purchase or 
sale in view of real future needs, either on the money market or in 
trade. 

The speculative movements on the money market to which I have 
referred took place during the short summer months of last year, 
long and trying months to those in positions of responsibility who 
had to keep close watch during that anxious time, seeking with 
partial success to check by all technical means at their disposal the 
““bear’’ movement which would have led inevitably to endless cur- 
rency inflation, involving the dread danger of seeing the value of the 
lira reduced to vanishing point. I shall deal more fully further on 
with exchange rates and the currency. 

This is not the first occasion on which I have expressed my scant 
belief in the efficacy of the technical means at the disposal of the 
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Minister of Finance in facing such a situation as I have just described. 
If proof were needed of the reasonableness of my doubt it has been 
afforded by the Pesaro speech. In that speech no reference was made 
to the technical aspects of the case, but it contained a profoundly 
moral and politically wise declaration of indomitable determination, 
which made international speculators realize that they were up against 
the strenuous opposition of a whole Nation, speaking through a 
Man of inflexible will who has taught the world to know that his 
words are but the prelude to decisive and immediate action. 

The Head of the Government has said all there is to say about the 
Pesaro speech. Subsequently the lira, released from international 
speculation which in 1926 had grown to unprecedented proportions, 
returned naturally and without Treasury intervention to the level 
at which it had stood for many months. A continuous progressive 
improvement set in, justified by the general economic and political 
conditions of the country and by the steady and marked deflation 
of credit and currency which has been tenaciously pursued ever 
since. 

This revaluation process has been accelerated during the early 
months of this year not only in the case of the lira but also in that 
of other European currencies, among which the Spanish peseta and 
the Rumanian lei. As was to be expected the appreciation of the 
lira in terms of gold has not been paralleled during this latter period 
of accelerated progress by the fall in the cost of living, nor has it yet 
been brought into harmony with many of the complex economic 
relations of our national life. 

But there is a great difference between the loyal recognition of this 
fact and the exaggerated fears to which some people have given way. 
No one can honestly deny the general advantages of revaluation, nor 
silence the legitimate satisfaction with which the event is greeted 
by the vast majority of Italians, proud of having achieved such 
results, even though well aware of the consequent difficulties affect- 
ing individual and collective interests deserving of the utmost 
consideration. 

We must not forget that our country is essentially an importer 
of staple goods for the requirements of its industrial and national 
life. Every effort must be made to produce at home and to replace 
by home products the major part of these foreign purchases. The 
Minister of National Economy is constantly urging the need of 
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utilizing to the utmost our productive capacity and of bringing the | ™* 
technical equipment of our agriculture and our industries up toa then 





level with the requirements of world competition. But all this takes matt 
time. Meanwhile we cannot impoverish the country by allowing and i 
our products to be sold abroad at low prices in exchange for over. 
priced foreign goods, thus establishing an artificial discrepancy 
between our foreign payments and receipts. The economic interests | 
of Italy demand that the purchasing power of our money on foreign W 
markets be increased in so far as is compatible with the equilibrium Nati 
of our internal economic system. To this end we now wish the ratio of gt 
of the lira to gold to remain at its present level until the cycles of prod 
manufacturing and agricultural production, and trade and credit wat 
relations have had time to adjust themselves to the new situation, The 
The problem will be re-examined in the autumn. Meantime the gen- stud 
eral interest in the active efforts now being made to reduce the price oat 
of the more important items in the cost of living gives promise of and 
success. pe 
As far back as March of last year, when commemorating at Turin sae 
the VI anniversary of the Fasci, I reminded Italian producers of a 
the need of bringing their activities into line with the needs of our The 
general economic situation and of the valuta. In the following - 
October at Genoa I said, and I now repeat, that the path laid down who 
by the Prime Minister at Pesaro is the only one which will lead to the o 
rehabilitation of the currency and to national economic recovery, - 
and I urged the elimination of those unsound business ventures 
which are inevitably reduced to inactivity by a policy of deflation the 
and revaluation. a 
Let each of us—I then said and I now repeat—measure his activ- h 
ities by the means he possesses for carrying them out. Only then , . 
will the Fascist Government be able to assist the real needs of those oa 
who produce and create genuine new wealth. vs 
Sound industries and productive activities will survive the inev- : 
itable crisis of adjustment, while submitting for a time, which will reg 
certainly be brief, to a considerable reduction of profits. But when ” 
the temporary price discrepancies have ceased and when the time . 
if needed for this readjustment is given—and the Government hopes : | 
to give it—export trade both in manufactured goods and agricultural a 


Fit products will certainly revive. 
i We must pause on the road to monetary rehabilitation until all 
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men of good faith and good will have come up with us, and we shall 











a then consider whether we can go a stage further. It will not much ; 
takes matter—it may even be for the best—if super-structures of the war 1 
owing and inflation period go under in the process. ; 
Over. ‘4 
ancy THE NEED FOR INDUSTRIAL CONCENTRATION ie 
. 4 
val With the above ends in view the Government, as the Minister of ‘ 
rium National Economy has already stated, is convinced of the importance 
ratio of greater industrial concentration, which on the one hand reduces % 
es tl production costs and on the other, by strengthening the financial 4 
redit status of the concerns, lowers the often excessive cost of money. i 
tion The cost of money is another problem which the Government is t 
gen- studying and means to watch. With reference to industrial con- i 
orice centration I can state that measures are being studied to lighten 
oa and in some cases entirely relieve industrial amalgamations from the 
heavy fiscal charges to which they are now subject. 
asi The Ministry of Finance will not for the present forego the control 
so it is exercising over the capital increases of joint stock companies. 
ois The results of this control have been excellent and it has not hampered 4 
ring sound enterprise. It affords a guarantee to holders of such stock, ia 
a who cannot always be adequately guided by the security market ay 
the quotations which are often subject to purely speculative influences 1 
ry, and fail to reflect the real situation of the concerns. if 
Bis I am no believer in useless and vexatious controls, indeed I detest i 
Sie them. But there are limits which must be respected, and when they } 
are exceded it is the duty of the Government to interfere. 4 
om I have on a previous occasion already expressed my respect for { 
» the holders of industrial securities. They represent over 40,000 4 
as million lire of capital, of which only a small part is in the hands of 
speculators and bankers. The publication of the number of securities 
as handled on the exchanges, which on my initiative is now made 
“ill regularly every day, enables us all to see how small is the number of { ‘ 
- purchase and sale transactions when compared to the volume of - 
ei outstanding securities. Italians have confidence in the development Fl 
a of their national production under the guidance of a strong and reso- 
al lute Government which assures social peace. With the growth of i 
international trade it has a sure future before it. i 
I ef 
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THE TRADE BALANCE AND THE BALANCE OF PAYMENTS 


The foreign trade movement in 1925-26, amounting to 40,009 
million lire, reacts to such an extent on the valuta that I must needs 
refer to it here. 

You are acquainted with the many and contradictory theories 
held by experts and set forth by the Universities and the press as 
to the influence of foreign trade on monetary revaluation. It is 
unnecessary for me to refer here to opinions more or less scientifically 
sound or to take sides for one or other theory. I shall limit myself 
to facts based on the undoubted needs of the Nation. 

We have absolute need of cotton, wool, coal, lumber, wheat, 
heavy oils, copper, petroleum, petrol, etc., etc. We are eagerly 
seeking for substitute products or new technical processes which 
will reduce our need of these goods, but such changes can only be 
brought about gradually. Meantime we must offset our need for 
these goods by exporting the output of our farms and factories 
as we best may, sparing no effort to improve our crops and the 
organization of our agricultural production, and to perfect our 
technical equipment within the limit of our means. Much remains 
to be done and we must do it, but much has been achieved of which 
we may well be proud, and we should bear this in mind when con- 
sidering the tasks still before us. 

919,000 hectares of land have been reclaimed in Italy of recent 
years, which are a source of wealth and increase our output, more 
especially of cereals. A further 770,000 hectares are now being 
reclaimed in different parts of the Peninsula, from the fertile valley 
of the Po, where such important irrigation and drainage works have 
been done in the past, to the Pontine Marshes which for 2,000 years 
have baffled all efforts at reclamation; from the drainage works at 
St. Euphemia to those now being studied for the reclamation of the 
wonderful plain of Sibari on the Ionian Sea, to that of the Piana 
di Catania and Terranova in Sicily and of the two Campidani in 
Sardinia. All these efforts will in due time be assisted by the Govern- 
ment and the Treasury. 

The Apulian aqueduct, a truly Roman work begun in 1904, pushed 
forward in Fascist style by my Colleague of the Ministry of Public 
Works, has so far cost 460 million lire, of which 200 million have been 
spent since the advent of the Fascist Government. 
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The water supply existing in the high mountains is being stored 
in hundreds of artificial lakes; the water power of our rivers is being 
harnessed to our industries, effecting a great saving in our coal 
requirements. 

Approximately 1,500 million lire have been spent during the past 
four years in improving our ports, and Genoa now holds the first 
place in Mediterranean trade. 

The three great quays of that one port, the Adriatic Sea—Trieste, 
Venice, and Fiume—share the trade of its hinterland. 

At Naples, Palermo, Catania, Leghorn, Bari, the Fascist Govern- 
ment is improving the harbor equipment and the development of 
these ports will be greatly assisted by extending to them all the 
privileges of free ports in accordance with the wish of the Head 
of the Government. 

Our post-war industry has shown an admirable power of expansion 
in many fields. The joint-stock company, while not without some 
drawbacks, nevertheless allows of developments unattainable by 
individual means. At the beginning of 1922 there were 6,075 such 
companies in Italy with a capital of some 20,000 million lire; at the 
end of April 1927 the number had risen to 12,306 with a capital of 
some 46,000 million. 

When all allowances are made for the influence of inflation on this 
growth the importance of the effort it represents is none the less 
considerable. 

New markets and new grades of goods have been developed. I 
will mention some of the more significant. 

During the calendar year 1921 we exported 10,505 automobiles 
valued at 288 million lire; during 1926 the number exceeded 34,000 
valued at 700 million lire. 

During the first ten months of the business year 1921-22 (July- 
April) we exported 68 million lire worth of artificial silk, 96 million 
lire worth of woolen goods, 827 million lire worth of cotton goods, 
1,247 lire worth of silk; a total of lire 2,238 million. 

The figures for the corresponding ten months of the current finan- 
cial year are 551 million lire of artificial silk, 400 million lire of woolen 
goods, 1,615 million lire of cotton goods, 1,885, million lire of silk; 
a total of 4,451 million lire, or double the previous figure. 

The shipping trades and industries have developed to an unfore- 
seen extent. 
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We hold the second place in world ship-building and the first 
place in the building of motor ships which now occupy so important 
a place in shipping. 

Our merchant marine in 1914 consisted of approximately one 
and a half million tons of mediocre ships; it lost 800,000 tons during 
the war, or nearly 60% of its tonnage, the highest percentage of 
loss registered by any of the belligerent countries. Our merchant 
fleet now consists of 3 million tons of shipping including many of 
the finest ships on the ocean and the receipts from freights are now 
one of the most important items on the asset side of our balance of 
international payments. 


During the first four months of this year Italy imported goods 
valued at over 8,000 million lire and exported over 5,200 million 
lire. During the corresponding months of the previous year, when 
exchange rates were fairly stable, imports amounted to over 9,000 
million and exports to 5,400 million lire; we have thus reduced im- 
ports by nearly 1,000 million lire. 

These figures must be considered in relation to the purchasing 
power of the lire. While the weight of our imports has increased 
by nearly 800,000 tons, the larger quantity has cost us a smaller 
number of lire. 

The Fascist Government watches foreign trade figures with close 
attention. The Central Institute of Statistics established by the 
will of the ‘ Duce,’’ has recently completed a series of calculations 
for rendering the statistics of our imports and exports over a series 
of years comparable in relation to the monetary factor. These in- 
quiries show that the gold deficit of our foreign trade has been steadily 
falling since the war, and that during the last four years it differs 
but little from the pre-war figure. 

If we take into account the reduced purchasing power of gold 
and the increase in our population amounting to some 6 million, 
we may well be proud of our economic growth which justifies the 
best hopes for the future, more especially when we consider the 
admirable adaptability of our people. 

Our trade balance this year, though it shows an improvement, 
is undoubtedly an adverse one, but the nation can count on other 
receipts for services to rectify the trade deficit. 

As I have stated, receipts in appreciated currency for our shipping 
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services, which formerly amounted to an insignificant figure, will 
exceed during the present business year 1,000 million lire. Taking 
exchange rates into due account we believe that remittances from 
Italians abroad will not fall below those for the previous year, while 
we note that our compatriots in the United States are investing their 
savings largely in the Italian stock issued on that market. 

While the countries of origin and seasonal incidence of the tourist 
trade are changing, I believe it will maintain the level of previous 
years. 

I consider these three items with a few minor ones will balance 
the budget of foreign payments for the current business year, even 
when we take into account the service of the foreign loans, which 
have matured only in part, and the instalments payable on our 
interallied debts. 

The receipts from foreign loans have, for the most part, created 
credits in Italy’s favor as a notable part of these receipts has been 
invested abroad. 


EXPORT CREDITS 


The National Export Institute, thanks to measures which have 
received the support of the Treasury, including the cautious guar- 
antee granted to certain commercial credits held abroad, is already 
affording notable help to the exporting classes. It is now devoting 
its attention more especially to farm products which are in need of 
greater credit facilities and of more watchful technical assistance. 

Besides the aforesaid guarantee of special export credits held 
abroad, a guarantee already given on an extensive scale by the Gov- 
ernments of Great Britain and Germany, the Ministry cf Finance 
means to facilitate the rediscount of exporters’ bills, expressed in 
appreciated foreign currencies, through the agency of the National 
Exchange Institute, and to facilitate the insurance of commercial 
credits. 

FOREIGN LOANS 


During the period under consideration the financial situation in 
Italy has been relieved by the receipt of large sums procured by 
foreign loans on which the Government wishes to speak clearly 
and decisively. 

We all agree that if it were possible to do altogether without 
loans, more especially without foreign loans, it would be better; 


[29 ] 


wet 0 on wn re > 


$ave ws 8 AR 2 9 At ponte ee — 
= Se crap ora na oe poe 


Beer 


atte 


A 


ae 


PRSTRNREE RS ee 2p asic 





} 


| 
hi 
} 
4 
{ 
t 


470 


but how is this possible without checking activities on which the 
nation’s life depends, when it is beyond the power of any one tg 
multiply suddenly our national savings, and when the deceptive 
device of resorting to the printing press is held in detestation? We 
must all admit that available reserves of appreciated valuta now 
afford the only protection against the attacks made by speculation 
on the productive and investing activities of the Country. This 
need is admitted by all, and the question then reduces itself to one of 
borrowing wisely, cautiously, and within reasonable limits. 

For these reasons the Minister of Finance has resolutely refused 
to authorize loans not made for productive purposes which by 
creating new wealth are able to meet the cost of interest and amortiza- 
tion. A broad interpretation has been given to the definition “pro- 
ductive” purposes only in the case of two municipalities, that of 
Rome, which will expend the amounts received almost exclusively 
on productive public works such as aqueducts, means of communi- 
cation, etc., etc. and that of Milan, a great industrial centre fully 
able to meet the liabilities it has incurred out of its capital and 
industrial assets. 

With these exceptions the Government intends, as I stated to 
Parliament shortly after my return from America, not to allow 
municipalities to make loans abroad, except for short cash loans, 
such as that made to Genoa for the period of one year. The Credit 
Consortium for Public Works and similar bodies, by drawing on 
national or foreign savings, and by granting loans with the greatest 
caution and only for clearly productive purposes will be able to 
provide for the normal needs of public bodies. The Head of the 
Government has already warned the administrators of local govern- 
ment bodies and more especially the Podestas to limit expenditure 
to strictly necessary amounts for a period of time. 

Much has been accomplished during these years of the Fascist 
régime; we shall have to mark time during this difficult period of 
monetary rehabilitation; then we shall start again. It is necessary 
however to give up once and for all the policy of municipalization 
of services, which is alien to the Fascist program and is reminiscent 
of other times. It distracts the attention of the municipalities 
from their legitimate field of action and creates, more especially in 
the larger centres, alarming financial problems, disproportionate to 
the aims which the administrators had in view. 
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It is well to point out that all the gold valuta secured by foreign 
loans flows into the National Exchange Institute of the Bank of 
Italy, and provides, as I have said, a solid protection, now a very 
considerable one, to our currency. This is apart from the increased 
reserves of the Bank of Italy to which I shall refer further on. 

On the other hand, the note issue has not been affected at all, as 
all these transactions have been carried out so far by the clearing of 
internal debts, greatly to the improvement of our credit situation. 
Sufficient attention has perhaps not been given to the extent to which 
these foreign loans have contributed to ensure greater mobility to 
our banks and more especially to the Bank of Italy, a matter, this, 
which affects the value of the national currency. 

I will reply more in detail to the Honorable Member, Sig. Sansoni, 
who is properly anxious to judge of the productive character of the 
foreign loans so far authorized. This will enable the Chamber to 
understand fully the history of a group of these transactions and 
their technical consequences. I refer to the loans made to the 
hydro-electric concerns, so essential to Italian industry, and I use 
data supplied me by the respective Associations. 

Italy’s great electrical concerns had at the end of 1925 a program 
of work which required an outlay of 4 to 5 thousand million lire over 
a period of five to six years, at the rate of some hundred million 
lire a month. 

How could the Banks meet such requirements in a period of 
deflation? 

The alternative was clear: foreign loans or the suspension of 
the work which would have meant sooner or later an increase in 
our coal purchases abroad. 

To come to facts, the electrical industry has obtained since 
November 1925, over a period of some eighteen months, foreign 
loans for some 85 million dollars, many of which have not yet been 
converted into lire and therefore have not yet been spent. 

The sums expended during the period referred to can be estimated 
according to the most reliable valuations at an amount almost 
equivalent to the whole lira value of the loans made and not yet fully 
assigned. These expenditures have all been made for the creation 
of new wealth: thermal and hydro-electric power stations, canals 
and dams, electric lines and transformation stations, distributing 
systems, etc. 
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These new plants and constructions can generate a further thou- 
sand million kw. of hydro-electric power each year. If this vast 
volume of power were generated by heat we should have to import 
annually even with the most up-to-date thermal power stations, 
perhaps, as much as a million tons of coal, at a cost equivalent 
to 150 million lire. 

A sum smaller than this covers the service of interest and amortiza- 
tion on the foreign loans corresponding to the expenditure made, 
Thus, in a period of twenty-five years, the Country will have fully 


_ paid for plants which can generate indefinitely power equivalent to 


that obtainable from one million tons of coal a year. 

This notwithstanding, the Government certainly does not intend 
to prolong indefinitely this loan policy; indeed it believes that the 
major need has already been or is being covered. We have so far 
obtained abroad, inclusive of the two loans to the cities of Rome and 
Milan, but exclusive of the Government loan of 1925, a sum of ap- 
proximately two hundred million dollars. This figure cannot be con- 
sidered disproportionate to the expansion of our national activities. 

The ease with which Italian loans are placed abroad affords un- 
deniable evidence of the consideration in which the Fascist régime 
and our political stability is held. The more important loans have 
all been placed on the foreign markets by American or British banks 
which are among the most important in the world, thus confirming 
the prestige enjoyed by the Italian Treasury, a prestige which has 
never failed it since the days of Cavour. 

The Government loans of one hundred million dollars which I 
obtained immediately after the Washington settlement, was placed 
by the Morgan Bank with that special care for which I gave it due 
recognition when referring to the matter in the House shortly after 
its conclusion; the loan to the City of Rome was put through mainly 
by the National City Bank, that to the City of Milan by the Dillon 
Read Bank, all these operations being carried out, as is the custom 
of the American market, with the collaboration of the other great 
banks of the country. The loan obtained by the Credit Consortium 
for Public Works on behalf of the Italian State-subsidized shipping 

companies was issued simultaneously, as you will remember, on 
the New York and London markets, in America by the Morgan 
Bank with the assistance of the First National Bank and the National 
City Bank, in England by some of the largest London banks, Ham- 
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bro Bros., correspondents of the Italian Treasury since 1887, the 
Rothschild Bank, correspondent of the Treasury since 1861, Morgan 
Grenfell, and others. 


BUDGET RECEIPTS AND EXPENDITURE BEFORE AND SINCE THE WAR 


In all countries since the war there is a tendency for the Govern- 
ment to undertake ever new and more important tasks, more es- 
pecially in connection with services which respond to economic, 
intellectual, and social needs. 

Italy could not avoid this tendency. She had, moreover, to shoulder 
the heavy burden inherited from the past, and this accounts for the 
fact that in the thirteen years covered by the period 1913-14 to 
1926-27 public expenditure, exclusive of liabilities incurred in con- 
nection with the Lybian and the World war, and from those connected 
with the postal, telegraphic, and telephonic services, organized as 
an autonomous concern, and others connected with the improvement 
of the currency and the construction of railroads, has risen from 
2,334 million lire to 19,571 million. But during the same period the 
quotation for gold rose from par in 1913-14 to an average of 476 
per cent in 1926-27, so that expenditure for this last year was equiv- 
alent to 4,111 million gold lire at the average rate of Italian 
exchange. 

The same thing has happened abroad. Great Britain which 
spent 197 million pounds sterling in 1913-14, appropriated 842,500,- 
ooo during the financial year which closed on 31st March 1927, 
besides 63 million for redemption of debt. France has seen her 
expenditure rise from 1913 to 1926 from 5,067 million francs to 
39,349 million, equivalent in gold to 6,670 million at the French rate 
of exchange. 

This increased expenditure has of course been offset by a no 
less important increase of receipts. In Italy tax receipts rose from 
2,355 million lire to 20,359, equivalent to 4,277 million gold lire. 
In Great Britain they rose from 198 to 806 million sterling; in France 
from 5,092 million to 40,394 million francs, equivalent to 6,846 
million gold francs. 

All Governments have thus seen their expenditure increase with 
the inevitable corollary of increased fiscal pressure to secure the 
means to meet the new and major needs which have gradually made 
themselves felt. 
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In Italy expenditure has increased by 176% and receipts by 182%; 
in Great Britain expenditure for the financial year 1926-27 amounted 
to 427% of that incurred in 1913-14 while the figure for receipts 
stands at 407%. In France expenditures and receipts in 1926 cor- 
respond respectively to 132 and 134 per cent of those for 1913, 

The per capita burden of taxation, taking the increase of popu- 
lation into due account, amounted in Italy to 66 gold lire in 1913-14 
and to 106 gold lire in 1926-27 an increase of 40 gold lire per capita, 

During the same period the per capita coefficient rose in Great 
Britain from approximately Lst. 4.10.0 to Lst. 18; in France it rose 
from 127 gold francs in 1913 to 173 gold francs in 1926. 


THREE BUDGETS: 1925-26, 1926-27, 1927-28 


The Hon. Olivetti has reported on the Budget for 1925-26; the 
Hon. Tumidei on the estimated receipts for 1927-28; the Hon. 
Mazzini has analyzed the expenditures of the Ministry of Finance. 
The Ministry expresses its thanks to the Budget Commission and 
to the Reporters for the notable contribution they have made to the 
examination of the Treasury accounts. It is advisable to state in 
some detail the principles which guide the Fascist Government 
in the administration of the money which the Italian tax payer 
hands over to the Treasury with unequalled discipline, spirit of sac- 
rifice, and abnegation. 


THE FINANCIAL YEAR 1925-26. THE USE MADE OF THE SURPLUS 


The three budgets, those of 1925-26, 1926-27 and 1927-28 have, 
as I stated, exceptional features. The 1925-26 budget was affected 
by the appropriations made in the estimates for interest payments 
on the war debts; the cancelling of this sum reacted in the degree 
already known to the Chamber on the surplus realized during that 
year, while the revenue receipts were swollen by the last period of 
inflation, limited though it was. The result of these circumstances 
was a surplus of 2,268 million lire which the Reporter on the Ac- 
counts analyzes and classifies with much sagacity. 

We have drawn on this surplus to the extent of 1,800 million 
lire for reconstruction purposes and the defence services; of that 
amount we have so far expended 1,393 million lire. 

Of this sum we have assigned 480 million lire for replenishing the 
army stores which had fallen below normal ever since the close of the 
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war. Of the remaining amount, 377 million lire have been assigned 
for public works, inclusive of those for repairing damages caused 
by earthquakes, subsidies to hydro-electric plants, and works in 
the City of Naples; 54 millions for colonization works in Tripolitania, 
railway construction in Erithrea, and other constructive colonial 
works; 182 million for the conservation of our national art treasures, 
for encouraging scientific study and research, and for various under- 
takings which have in view the intellectual, social, and economic 
progress of our Country; 73 million lire for purchasing and adapting 
buildings to house public institutes and offices, including those for 
our representatives abroad; 227 million lire for sundry expenditures 
in behalf of currency rehabilitation and economic reconstruction. 
407 million lire remain in hand. Of that amount 199 million lire are 
pledged under law for expenditures connected with economic recon- 
struction such as the intensification of measures for developing and 
encouraging wheat cultivation, public works, railways, aqueducts, 
the erection of hospitals, and other minor purposes. 

When these allocations have been taken into account a sum of 
nearly 208 million lire remains available. It will be utilized in 
carrying out a program which, among other reconstructive needs, 
takes into account those connected with currency revaluation. 

This exceptional appropriation of 1,800 million lire from the 
surplus obtained during the financial year 1925-26, itself excep- 
tional and unlikely to recur in a like amount, is entirely in keeping 
with the program of the Government which, ever since it came into 
power, has based its action on the financial reconstruction of the 
State and the economic reconstruction of the Nation, interdependent 
problems of like importance. 

Two ways lay open to us: the large surpluses secured by a strict 
financial policy could have been applied to reducing debt and easing 
the Treasury situation, or they could be applied to stimulating 
directly the productive energies of the Country. 

The latter alternative seemed preferable, and we have provided 
otherwise for the National Debt. We cannot forget that the Fas- 
cist régime took over a situation rendered very serious by the long 
antecedent period during which vital and urgent problems had been 
neglected. 

I must, however, insist on the statement I have just made to the 
effect that the assignment made on the surplus of 1925-26 is of an 
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exceptional character, and cannot be claimed as a precedent as long 
as the process of monetary revaluation is under way. During that 
period all the resources of the Ministry of Finance will have to be 
devoted exclusively to ensuring a balanced budget. 

Contingent events do not allow of our carrying out a policy which 
would in any way pledge the surplus of receipts over expenditure, 
Moreover, the Government, within the means at its disposal, has 
already attended to the solution of great and important problems, 

As I have stated, it has provided for intensifying and improving 
the technical and economic progress of agriculture with special 
reference to cereal crops, for the reorganization of our schools, for 
the protection of our art treasures, for the investigation and utili- 
zation of the natural resources of our country. 

The Government has devoted special attention to the preparation 
of an organic and scientific program of public works for strictly 
economic ends. 

That this is one of the fundamental points in the Government's 
program for economic reconstruction is shown by the fact that in 
addition to the 5,653 million lire allocated for such expenditure on 
November 1, 1922, it has authorized a further outlay of 12,553 
million lire for works to be completed not later than the financial 
year 1935-36. 

In four and a half years a sum of 8,872 million lire has been pledged, 
whereas, during the whole period from the formation of the Kingdom 
until 1922 the total expenditure on such public works only amounted 
to 8,891 million lire, lire, of course, which had then a higher value. 

The Southern provinces and the Islands, long neglected, have 
claimed the close attention of the régime. From the total new 
expenditure authorized, amounting as we have said to 12,553 million 
lire, we must deduct 3,715 million assigned for railroad construction, 
workmen’s dwellings, and general services by which the aforesaid 
regions will benefit to a large extent. Of the residual 8,838 million 
lire, the Southern provinces and the Islands account for 5,091 million, 
i. e. for 57.70% of the amount. 

This percentage is altered but little if we take into account only 
the sums definitely pledged, as of the 8,872 million lire corresponding 
to the total amount pledged, 2,282 refer to expenditure which can- 
not be distributed geographically; 1,568 million lire will be spent 
on works for North Italy, 1,311 for Central Italy, and 3,711 million 
for the South and the Islands. 
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These figures, indicative of the work so far done, should be sup- 
plemerted by those for works now being studied, the cost of which is 
estimated at 3,354 million, affording clear proof of the keen con- 
stancy with which the stimulus given by the Government to the 
solution of one of the gravest of our national problems is being 
transformed into concrete action. 


Sig. Olivetti, Reporter for the General Budget Commission, re- 
ferring to the Treasury accounts for the financial year 1925-26, 
calls the attention of the Government to the residual liabilities, which 
are on the increase, and notes more especially the influence they 
may have on the future status of the cash balance. 

Apart from the fact that the increase of residual liabilities on 
June 30, 1926 was mainly due to the 1,800 million lire ear-marked on 
the surplus of the financial year which had just closed—a fact ad- 
mitted by the Reporter—I can assure the House that the Ministry 
of Finance has not failed to give its close attention to this chapter 
of expenditure. Measures have been taken to ensure strict control 
over the assumption of liabilities in accordance with the provi- 
sions of the general accountancy law of the State; at the same time 
asset and liability items have been subjected to revision by inspectors 
of the Ministry so as to eliminate any not justified by sure and 
certain credits and debits; and steps have been taken to hasten the 
settlement of those which refer merely to accountancy balance items. 

The Reporter has also remarked that variations introduced into 
the estimates during the financial year weaken parliamentary con- 
trol over expenditure. 

On this head I would note that the finance law contains provisions, 
to which effect has been given for the first time by the Fascist Govern- 
ment, undoubtedly helpful in limiting such variations, as they for- 
bid the authorization of new or heavier expenditure uncompensated 
by corresponding reductions of other allocations. 

The recommendation made by the Budget Commission will 
strengthen the Government in resisting the growth of expenditure, 
but we must not fail to take into consideration the fact that the 
estimates are drawn up at least eight months before the opening 
of the financial year. It does not seem possible that events should 
not occur during so long an interval, and in such changing times, 
which may compel the assignment of increased funds. 
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The Government, however, is working resolutely and assiduously 
to limit expenditure so as not to compromise one of the most im- 
portant successes achieved by the Fascist régime, that of balancing 
the budget. 


Sig. Olivetti also recommends that steps be taken as soon ag 
possible for ensuring the gradual amortization of the National debt. 

Undoubtedly this is a matter of special importance; the Gov- 
ernment has already shown its intentions when it placed on the 
estimates a sum of 500 million lire for the reduction of the bank note 
circulation debited to the Treasury, and when it provided for re- 
turning 360 million lire to the Cassa Depositi e Prestiti on account 
of sundry advances to the State. 

Other recommendations made by the Budget Commission refer 
to the transfer to the Exchange Institute of all transactions in foreign 
specie, the transfer to the Bank of Italy of all those referring to securi- 
ties, and the advisability of adopting rules which would allow of 
differentiating between gold and paper valuta in the statement 
of discounts and cash balance. 

These suggestions involve very delicate questions which will 
be examined with the closest attention in view of possible action; 
and all the other remarks and recommendations made by Sig. Oli- 
vetti will be taken into consideration as far as possible. 


THE FINANCIAL YEAR 1926-27 


On the whole the results of the financial year 1926-27 may be 
considered quite satisfactory although it differs somewhat from 
1925-26, more especially owing to the recent monetary policy of 
the Government. On the one hand receipts from German repara- 
tions disappear for the first time from the Budget, as they are paid 
over in full to the Fund for the amortization of our war debts, which 
works under the supervision of the Cassa Depositi e Prestiti, and to 
which I shall refer further on. For the same reason the item re- 
ferring to interest on war debts disappears from the estimates. Re- 
duced in accordance with the terms of the settlements they are now 
met by the Amortization Fund. 

Another novel feature introduced into the budget for 1926-27 
is that of including among normal expenditure outlays on railway 
construction which hitherto figured in a special chapter, and which 
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amounted, during the first ten months of the year, to 208 million 
lire. 

The State Railway administration under strict and wise manage- 
ment has become a model of its kind; but the needs of the Country 
will soon require it to build newlines, and therefore to incur additional 
expenditure. It will also have to carry out on a larger scale the 
electrification of the lines, already studied in all its aspects by the 
Ministry of Communications. 

When these needs arise we shall have to review the present system 
of charging such expenditure to the Budget, thus meeting capital 
expenditure out of ordinary revenue resources; but meantime this 
liability can be so met during the current financial year and in 
1927-28. 

The more important measures connected with monetary policy 
affecting the Budget are both direct and indirect. A direct measure 
is that taken in September 1926 which placed an item of at least 500 
million lire a year on the estimates to reduce the note circulation 
issued by the Bank of Italy on account of the Treasury; indirectly 
this policy affects the Budget by the reductions which have occurred, 
more especially in recent months, on customs’ agio receipts, in the 
tax on transfers of goods and property, and in general on those items 
of revenue most affected by the revaluation of the lira. 


The estimates for the current year as approved by Parliament 
authorized an expenditure of 18,353 million*lire against estimated 
receipts amounting to 18,543 million, leaving a surplus of 190 million 
lire. 

At the end of April, when ten months of the financial year had 
elapsed, estimated expenditure had risen, as a result of budget 
variations, to 20,391 million lire, an increase of 2,038 million, ac- 
counted for by the above-mentioned reduction of note circulation, 
and by expenditure on the colonies, public works, prisons and reform- 
atories, maritime services and ship building, the contribution to 
the City of Rome, war pensions, the services of the Ministry of 
Foreign Affairs, the army, the services of the Ministry of Finance 
more especially in relation to the growth of revenue, contributions 
and premiums to industry and agriculture, special welfare work, 
public health services, etc. 

Special mention must be made of the interest charges in connection 
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with the Lictor’s Loan of which only 138 million lire are a permanent 
charge, the remainder being accounted for by temporary charges 
consequent on the conversion of Treasury Bills, as a result of dif. 
ferences in the dates of maturity for accumulated interest on said 
bills and on the consolidated stock. 

As against the figures above set forth the amounts pledged during 
the ten months which closed at the end of April amounted to 
16,996 million lire. 

But during the same period the returns for receipts also show a 
remarkable increase. As against an estimated amount of 18,543 
for the whole financial year, the returns for the first ten months show 
receipts for 17,251 million lire, an increase of 1,799 million lire over 
the estimated quota for that period. 

This increase is accounted for in varying degree by the several 
categories of receipts. 

The yield of direct taxation has exceeded estimates by 485 million 
lire, almost all accounted for by income tax, which has continued 
to increase progressively, whereas the receipts from the house and 
land tax and from the surtax on income amount to about the sum 
estimated. The yield of the special taxes on capital, on capital 
increases due to the war, and on war profits, shows a decline. 

This group of taxes is gradually drawing to an end, leaving a 
deficit which will have to be compensated. 

Taxation on transfers of wealth has so far yielded 285 million lire 
in excess of the estimated quota. 

The increased yield from indirect taxes on commodities is smaller. 
Excise duties fall somewhat below the estimates, while customs’ 
duties and maritime dues—inclusive of the duty on wheat—show a 
yield slightly in excess of estimates. 

A notable increase is that obtained in the yield of the monopolies, 
more especially the tobacco monopoly, due to increased consumption. 
The income from this source in ten months amounts to 2,705 million 
lire, 138 million lire more than had been estimated for that period. 
The receipts from the State lottery have yielded 248 million net of 
disbursements, as against an estimated 200 million for the ten 
months. 

Of minor receipts the most important is that obtained from the 
exchange quotas on import duties paid in paper currency, returned 
for the ten months at 1,672 million lire as against an estimated 
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eal 1,042 million for the period. The difference has, however, been falling 
; a off of late owing to the fluctuations in exchange quotations. 4 
; said The budget of the State Railways as compared to that for the 
} previous year shows the following variations: a slight increase in 
‘ traffic receipts—3,438 million lire at the end of February 1927 as 
— compared to 3,382 million on February 28, 1926; and a notable 
d to increase of expenditure accounted for to the extent of 100 million 
owl lire by the heavier cost of coal due to the British strike notwith- 
' standing great commercial skill then shown by the Railway Adminis- 
oa tration. A large part of the increase is also due to the cost of upkeep 4 
oval of rolling stock and permanent way, and expenditure on staff, on i 
pension increases, settlement of arrears, promotions, and supple- A 
mentary compensation to railway servants, whose number is, 4 
eral however, steadily declining. | 
lion The post-telegraphic and the telephonic services show satisfactory 
progress; the yield therefrom has increased as compared to estimates 
— by 89 million lire for the former and by 13 million lire for the latter. 
— We are justified in believing that the joint surplus from the three 
— services will yield the National budget an amount equivalent to that q 
tal estimated in their several budgets. 
When we compare the total receipts returned for this period of 4 
i 17,251 million lire with total expenditure pledged for 16,996 million ; 
. lire, we find a surplus on April 30, 1927 of 255 million lire. 
“ The estimates as approved by Parliament foresaw a surplus of 
190 million lire, the quota of which for the period elapsed would 
a have been 158 million. The latest Budget statement therefore 4 
, shows an improvement of 97 million lire over the estimates. 4 
. Under the chapter “Variations in Capital Account” we would call 
: attention to the figure of 2,509 million lire so far received from 
bs subscriptions in cash to the Lictor’s Loan. This chapter showed on 
ce April 30 a surplus of 2,218 million lire. q 
| 
; FINANCIAL YEAR 1927-28 : 
The honorable members Tumedei and Mazzini in their report 4 
on the estimates of receipts and expenditure of the Ministry of i 
Finance for the financial year1927-28 have subjected the budget toa ‘ 
5 


minute and diligent analysis which reveals its substantial soundness. 
I will refer briefly to the comments they make on certain special 


points, 
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The honorable reporters refer to the amalgamation of the two — 
estimates for the expenditure of the Ministry of Finance and for 
its receipts into one as being unpractical. This measure was taken 
by Royal Decree of May 10, 1925, to give effect to wishes expressed 
during the debates in Parliament on the budget. 

The two documents are closely connected in as much as the 
Minister of Finance is responsible for both of them to Parliament, 
and the matter of both affords opportunity for a fundamental 
examination of questions bearing on the general financial situation. 

Therefore to avoid repetitions in the debates and to afford them 
a basis which allows of a more thorough examination, it ocemed 
advisable from a practical standpoint to draw them up as one 
parliamentary report, in which, however, the two parts are kept 
distinct and separate. 

The Reporters are also of the opinion that the estimaces under- 
value receipts and expenditures. 

Allow me to say that if at the beginning of the financial year the 
estimates of receipts were placed at the highest probable figure 
and the appropriations increased accordingly, a wider margin for 
allocations would be afforded to the Departments, nor would this 
eliminate the need for further assignments. 

It would be more difficult to control the budget and the results 
would certainly be less favorable. 

But more especially would it be inadvisable to raise the estimates 
at a time when currency revaluation will evidently lead to the 
gradual reduction of the large sums inscribed in the budget during 
the last few years. 

Neither does it appear that the Reporters are right in thinking 
that we have left behind us the period of special war taxes and 
returned to the period of normal receipts. 

As a matter of fact the special war taxes (taxes on war profits, 
capital increases, special tax on capital and other minor items) 
figure in the 1927-28 estimates for a sum of 1,170 million lire, so 
that the definite transition to a fully normal tax situation can not 
yet be said to have occurred. 

The Ministry of Finance willingly accepts the recommendation 
of the Reporters as to the advisability of checking further expen- 
ditures; it corresponds to an essential need of the budget. 

The honorable members Tumedei and Mazzini, speaking of fiscal 
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organization, referred, more especially in the case of direct taxation, 
to the grave matter of evasions, which they think could only be 
remedied by levying at rates lower than those fixed for 1929. 

I agree with the idea that high rates of taxation are perhaps 
the main cause of evasions, and for this reason steps have been 
taken and are now being carried into effect for reducing them. 

The problem is anyhow a very serious one, and requires very 
careful examination, especially in view of present economic events, 
as a reduction in rates, unless compensated by a considerable in- 
crease of yield, would endanger the equilibrium of the budget. 

I agree that it is advisable to bring the tax on agricultural income 
into due relation to land valuations for purposes of taxation. For 
this reason I have recently appointed a Commission to study ways 
and means to assess this tax on the basis of the coefficient of increase 
of the land tax valuation. 

I also agree with the remarks made by the Reporters with reference 
to the progressive surtax on income, more especially as to the need 
of conferring greater elasticity on this new tax and of affording to 
the organs of the Ministry of Finance the means of making sure 
that it attain its purposes of securing an adequate addition to the 
revenue. 

The honorable members Tumedei and Mazzini conclude by urging 
the advisability of concentrating attention on the growth of expend- 
iture and of following carefully the status of the cash balance, and 
they call attention to the danger which a further increase in liabilities 
might entail. The Government fully agrees with these remarks and 
intends to exercise timely and vigilant supervision in this field. 

Having said this, I would remark that the estimates for 1927-28, 
with the variations submitted on February 11, 1927, show a surplus 
of receipts over expenditure amounting to 291 million lire, and a 
deficit in the chapter “variations in capital account” amounting to 
264 million lire. 

The surplus is the result of receipts amounting to 19,620 million 
and expenditure amounting to 19,329 million lire. 

If we compare these figures with the original estimates for 1926-27, 
we find an increase for 1927-28 of 1,077 million lire in receipts and of 
976 million lire in expenditure, showing an improvement of 101 
million lire. 

But as the estimates for 1927-28, unlike those for the current 
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financial year, include the aforesaid 500 million lire appropriated 
for the rehabilitation of the currency, as well as funds for meeting 
the increased cost of the service of the debt in connection with the 
Lictor’s Loan, both appropriations of an exceptional nature, the 
expenditure incurred for normal administrative needs is seen to be 
75 million lire less than that provided for in the estimates for 1926-27, 

This result has been made possible by the firm determination of 
the Government to take the estimates for the current financial year, 
with the exception of the special appropriations above referred to, as 
an insuperable limit, so that the new and heavier liabilities recognized 
as strictly necessary have been financed without over-burdening the 
general situation. 

Moreover, the new estimates do not take into account the effects 
of the gradual revaluation of the lira, for the efficacy of the steps 
taken toward that end only began to make itself felt after the budget 
had been submitted to Parliament. The Government, however, 
intends to take them into consideration, and will proceed in due time 
to make the requisite reductions in the estimates. 

We have not taken into account the effect of the reduction recently 
made in the high cost of living bonus granted to the several categories 
of government servants. No reliance should be placed on the margin 
such reductions may yield, as it will only partially compensate the 
losses which may result from the contraction of revenue from sources 
directly influenced by fluctuations in the value of the currency. 

The stated increase of 1,077 million lire in receipts as compared 
to those assessed in 1926-27 is accounted for to the extent of 70 
per cent by the principal sources of revenue, i. e. by the tax on 
business, direct taxes, and receipts from the monopolies and the 
lottery. On the other hand, the estimates for receipts from taxation 
of commodities are reduced in accordance with prudent valuations. 

As regards expenditure, larger appropriations have been made 
for the Ministry of the Interior, for promoting the growth of our 
merchant marine and the efficiency of our maritime services, to meet 
requirements connected with the gradual economic settlement of 
our colonial possessions, for salaries and pensions to school teach- 
ers, and finally, to meet the needs of the Ministry of Finance, more 
especially in connection with the collection of revenue. 

Under the chapter “Variations in Capital Account” at which we 
must now glance, increased receipts amounting to 144 million lire 
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are ofiset by an increased expenditure of 287 million lire. I will 
call your attention, in considering the items which make up this 
last figure, to that of 152 million lire for retiring the 3.50 per cent 
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re, a bonds, issued for the reparation of war losses in the Venetian prov- 

1 to be inces. This expenditure will bring about an improvement in our 

26-27, capital situation. 

pes LOCAL GOVERNMENT BODIES 

to, “ The whole policy of the Fascist Government in the administration 

rized of internal affairs and more especially in the introduction of the 

ig the régime of podestas in all the municipalities of Italy, entails greater 
need of State intervention in regulating the financial policies of the 

ffects local government bodies, and for this reason the supervision of local 

steps finance has become one of the main tasks entrusted to the Ministry 

idget of Finance. 

Ver I would remind you that the total receipts of all the 9,137 munic- 

tial ipalities of Italy roughly approximated in 1925 the sum of 4,110 
million lire, without taking into account variations in the capital 

ntly account, sundry receipts, and special accounts. 

ries The total receipts for 1925 of the 76—now 92—Italian provinces 

gin amounted to 892 million lire without taking into account the afore- 


the mentioned accessory items. 
Thus the receipts of the municipalities and provinces amounted 


in all to less than one third of the Government tax receipts, which in 


ed 1925-26 amounted to 16,365 million lire. 
On January 1, 1927, the total indebtedness of the provinces and 


ces 


0 
« municipalities amounted to about 7,500 million lire, while the 
he national indebtedness, as already stated, amounted to about 90,000 
n million lire; hence the former amounted to about one twelfth of the 
S. latter. 

le The largest creditor of the municipalities and provinces is the 


r “Cassa Depositi e Prestiti.’’ On January 1, 1927, 1t held a credit 
t of 4,379 million lire against them. 
f The problem of local government finance, even though it does not 
exceed these limits, is none the less a serious one, deserving of the | 
Government’s close attention. ‘ 
So that all may have the opportunity of understanding the con- 
ditions, two volumes have just been published by the Ministry 
of Finance, the first of which contains the budgets of all the muni- 
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cipalities and provinces of Italy, and the second the rates at which 
they levy the several surtaxes on land and buildings, the disparity 
between their receipts and expenditures, and the outstanding loans 
they held on January 1, 1925, exclusive of the Provinces recently 
created: 

I may state that the surtax on land is collected by 4,500 munici- 
palities out of the 9,137 at the usual rate of 3 lire for each lira of 
government tax; 1,200 collect it at the rate of 4 lire, and the residual 
number at varying rates, rising in some cases to exceedingly high 
figures which will have to be revised. 

The surtax on buildings was collected at the normal rate of 75 
centimes for each lira of Government tax by 4,100 municipalities; 
1,700 collected it at rates which do not exceed 1 lira; and 3,000 at 
varying rates; only 300 municipalities apply rates amounting to 6 
lire and over. 

The 76 provinces existing in 1925 had a total expenditure exceed- 
ing 980 million lire and receipts exceeding 890 million lire; 27 of 
them balanced receipts and expenditure or realized a surplus; the 
others had small deficits; only 10 had deficits amounting to 50% 
of their receipts. 

The problem of provincial finance still needs to be revised and I 
intend to make proposals toward this end, drawn up jointly with the 
Minister of Public Works. For instance, the problem of financing 
road up-keep, now entrusted to the local government bodies, should 
be solved by a more reasonable and organic distribution of the costs. 

As shown by the aforesaid publications which I recommend to 
the attention of all Parliamentarians and public administrators, the 
chief towns of provinces show a total expenditure amounting to 
nearly one half of the expenditure of all the municipalities of the 
Kingdom, and they also account for half the total deficit, estimated 
at a total of 890 million lire. 

In 1912 the total deficit of the municipalities was estimated at 
176 million gold lire; therefore, at the rate of about 5 paper lire to 1 
gold lira prevailing in 1925, the deficit then amounted to 880 million 
lire, i. e. to much the same figure as that estimated at 900 million 
lire in 1925, and this notwithstanding the admitted increase in the 
cost of all services, and more especially the increase in the population 
which amounted to 6 million inhabitants from 1912 to 1927. 

Taken as a whole, it cannot be said that the administration is 
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very unsatisfactory when we bear in mind the fundamental changes 
in public services, housing conveniences, and general improvements 
which have occurred throughout Italy. 

One-third of the Italian municipalities have no need of financial 
help, and of the other two-thirds one thousand have a deficit not 
exceeding 5 per cent of their receipts; for another thousand it does 
not exceed 10 per cent; for 500 it does not exceed 20 per cent; and 
it is only for the remainder that the deficit rises to higher figures. 

The Decree Law of October 20, 1925, which I proposed as a 
first step toward the settlement of local government finance, embodies 
two new principles affecting the sources of revenue available to muni- 
cipalities. One is contained in the undertaking not to burden the 
municipalities and provinces with services of a governmental nature 
without providing them with the requisite means. The other con- 
sists in the assignment by the State to the local government bodies 
of a percentage of certain taxes it levies, which are capable of yield- 
ing increased revenue, such as the tax on tobacco and on exchanges 
of wealth. These measures have been carried into effect, and the 
second has yielded good results, and perhaps points the way to further 
developments in the same direction. 

This whole subject is in a state of evolution and requires con- 
tinuous study by the Government. Further bold measures are 
now being prepared to secure a fuller and more satisfactory solution 
of the whole problem. 

The most important source of revenue for the municipalities 
are the town duties on commodities and the surtaxes. With regard 
to these duties, I consider receipts from this source must be main- 
tained and perhaps increased, but the mode of collection must be 
thoroughly revised and altered, and if possible the antiquated and 
vexatious town customs’ barriers, described by the Prime Minister 
as barbarous, should disappear, as they have in almost all other 
countries. They are an anachronism which a foreigner finds it 
difficult to understand. He confuses the frontier customs’ with the 
town-customs’ barriers and enquires how many customs there are 
in Italy, and wonders whether perchance the customs’ barriers of 
the States into which Italy was formerly divided have survived her 


national unity. 
The problem is not an easy one to solve. 
As regards the surtax on land, to which some speakers have made 
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impassioned reference, I would remind you that the revenue drawn 
from the land-tax by the Treasury amounts to only 150 million lire 
per annum and that from the tax on buildings to 290 million lire per 
annum. Land and buildings are therefore mainly taxed in the in- 
terest of local government finance, which obtains therefrom nearly 
1,500 million lire without any outlay, as the cost of collection is 
met by the State. 

I believe my predecessor acted wisely in blocking these surtaxes, 
but the measure was a provisional and not a final one. It is still 
in force, subject to exceptions which the Ministry of Finance au- 
thorizes in cases of real need. Anyhow, the problem is still open 
to examination from other points of view. 

The Hon. Celesia, speaking on the problem of local finance, urged 
the Government to exercise a stricter control and to provide itself 
with further means of action. I do not deny that the present super- 
vision could be improved; and I accept his resolution as a recom- 
mendation, but I have greater belief in a further, though not final, 
revision of the financial organization of the local government bodies 
and I trust it will soon be possible to carry this into effect. 

Any Minister who believes that he can write the word “finis” 
at the end of the chapter of local government finance would be, 
to say the least, very naive. The problem of municipal life is the 
problem of the Italian Nation itself, and like it is in a state of per- 
petual motion. 

While dealing with local government policy we must note the inter- 
vention of the State in behalf of the Capital, which has been organized 
as a Governorship with a large budget of its own which I have ex- 
amined and approved. 

While many capitals cost their respective Governments large 
sums the Italian Government assists its Capital by a grant which 
cannot be considered as very large. It has recently been fixed at 
an annual sum of 50 million lire with an additional 10 million for 
the “Agro Romano.” 

The Treasury, as far as its means would allow, has also assisted the 
City of Naples, deserving of the consideration in which it has always 
been held by the Fascist Government. It has likewise come to the 
assistance of Palermo to enable that important city to meet funda- 
mental needs felt for many years past. The Government has en- 
tered into important agreements with the municipalities of Genoa, 
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Milan, and Naples for the erection of official buildings and barracks, 
in return for which it has made over to them state property owned 
in those cities. 

The Provveditorato Generale dello Stato, which administers 
Government property, had indeed called our attention to the need 
of providing suitable accommodation for all government services in 
buildings owned by the State, and also the advisability of making 
over to the municipalities government buildings no longer suited 
to meet the requirements of the service. 

State lands have also contributed largely to the funds for build- 
ing houses for government employees; free grants have been made to 
14 of the leading Italian cities of an area of over 160,000 square 
meters of such lands. 

There has been a notable increase in the sale of Crown property 
not needed for public services nor for the preservation of the art 
treasures of the municipalities. The receipts obtained from such 
property amount to nearly 14 million lire during the past three 
financial years. On the other hand, the Government'has obtained 
possession of important properties for an amount practically equiva- 
lent to that received from the aforesaid sales. Thus in Rome it 
now owns “Palazzo Spada,” the seat of the State Council; the 
“Farnesina,’’ the future seat of the Italian Academy; “ Palazzo 
Giustiniani,’’ used to enlarge the accommodations for the Senate; 
“Villa Aldobrandini’’ which will be assigned to the International 
Institute of Private Law founded by the Italian Government; and 
other minor properties. 

Among the exchanges made with municipalities that by which 
the promontory of “San Benigno” is ceded to Genoa for the enlarge- 
ment of the port is of importance, as is also that by which property 
used by the navy was made over to Naples to complete the great 
promenade recently built along the sea-coast. The military hospital 
at Milan has been ceded to the Catholic University and a new Military 
Hospital has been built. 


CASSA DEPOSITI E PRESTITI 


The activities of the local government bodies are closely con- 
nected with those of the Cassa Depositi e Prestiti. 
This Bank administers a capital of over 21 thousand million lire 
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offset by liabilities amounting to 16 thousand million, it therefore 
has net assets exceeding 5 thousand million lire consisting of reserve 
funds and of the capital of the following bodies: The Pension Fund 
for school teachers; The Pension Fund for persons in the employ of 
local government bodies and charitable institutions; The Pension 
Fund for medical men; The Pension Fund for magistrates; The 
Pension Fund for the land-register experts; The Pension Fund for 
employees in notaries’ archives; and The Provident Fund for the 
civil and military employees of the State. 

The capital of the above Institutes, which are growing rapidly, 
will soon amount to no less a sum than 2 thousand million lire, 

The Fascist Government desired that these Institutes should come 
to the assistance of the Cassa Depositi e Prestiti so as to enable it 
to secure the results which it seeks to attain in the field of credit 
enterprise. This help was needed at the present time, as the growth 
of the postal savings funds from which the Cassa Depositi e Prestiti 
draws its normal resources, reinvesting them in loans, has suffered 
from the revaluation of the lira, which hinders the formation of new 
capital on a large scale. 

The beneficent activities of Provident Institutes, in collaboration 
with the effort made during the first half of 1926 by the Cassa Deposi- 
ti itself, has secured during 1926 the following results: 


a. Loans to local government bodies for 
aqueducts, sanitation, schools, and various 
ae a 
. Loans for government works, the Apulian 
Aqueduct, reparation of damages caused by 
earthquakes, and for theerectionof houses L. 84,474,056 

. Loans for special transactions carried out 
with the assistance of other banks ... L. 59,831,600 


ee ere 


If we add to the loans made in 1926 those previously granted, 
net of cancellations and amortization payments for the year, we 
arrive at the conspicuous sum of lire 5,812,117,554.63 loaned by 
this bank. 
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TAXATION POLICY 


In the field of direct taxation the Fascist Government has adopted 
a policy to which I have unswervingly adhered, but which yet calls 
for many efforts before the goal can be attained. 

It will be reached when we have few taxes, skillfully devised, 
proportionately assessed, but paid by all. 

Vexatious taxation is repugnant to the Fascist mind, and to this 
category belong all those small, ill-defined, and tiresome taxes which 
yield but little to the Treasury and cause a lot of trouble to the 
tax-payer. For other and nobler reasons, and in view of high moral 
ends, the Government has renounced the conspicuous yield obtain- 
able from death duties on property transmitted within the family 
circle. It is gradually repealing those taxes which were a product of 
the war, and has spared no effort to settle as rapidly and as satis- 
factorily as possible the tax on capital. 

The main tax is that levied on personality, (ricchezza mobile) 
which again this year has yielded a large revenue, and which can 
be made to yield a still larger one. I must admit that the honorable 
members Barbiellini and Morelli have rightly drawn attention to 
the phenomenon of fiscal evasion. Government employees pay on 
an average per capita income of 11,365 lire, under category D, with- 
out any chance of evasion; the data for the other categories of pri- 
vate tax payers compare with the above average income as follows: 
the income tax roll for 1926 shows 929,000 traders and manufacturers 
returning a taxable income of 4,250,000,000 lire, i. e. an average per 
capita income of about 4,570 lire; while 119,000 professional men re- 
turn a total income of 534 million lire, i. e. a per capita average of 
about 4,487 lire. 

An examination of these averages affords the clearest evidence of 
the degree in which professional, commercial, and business incomes 
escape taxation, while the limited number of persons inscribed on the 
rolls shows that a very large number escape income tax altogether. 
The Hon. Rotigliano has referred to income tax levied on workmen, 
a matter the Government has in mind. Besides wage-workers in 
government employ, who pay income tax at the reduced rate of 4%, 
other categories of workers are assessed and such taxation may be yet 
further enlarged. 

It is evident that much still has to be done to overcome tax eva- 
sions so as not to impinge yet further on the incomes of those who 
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honestly pay what they owe to the Treasury. Something has already 
been done in this direction. It must be borne in mind that on the 
1st of Januaryof this year the rate at which income tax is levied was 
lowered in accordance with the provisions of the Decree Law on the 
reorganization of the rates of direct taxation. This reduction hag 
been accompanied by a rise in the exemption minimum which I have 
raised to 1000 lire awaiting the time when the law which raises it 
to 2000 lire will come into effect in 1929. Now these measures affected 
the income tax rolls published in January 1927, entailing a decline 
in revenue which I estimated at 250 million lire, while a further re- 
duction of some 165 million is due to the gradual extinction of yield 
from the payment of arrears due on repealed war taxes. 

Nevertheless, thanks to the energetic efforts made to avoid partial 
and complete evasion, the rolls for direct taxation published in 1927 
show a total increase of 200 million lire over those for January 1926. 

During the current financial year interest on bonds issued by pub- 
lic and private corporations and on land credit bonds has been 
exempted from income tax; and reimbursement, assessed on the 
basis of losses shown by their balance-sheets, was granted to joint 
stock companies with regard to excess taxation paid under the well- 
known system of assessment on the results of profits realized in 
previous years. 

Other administrative and legislative measures have already 
come into force to encourage private initiative in the export trade 
and in production, and to relieve trade and industry from anxiety 
caused by fiscal burdens by means of an equitable revision of the 
technical and practical rules under which income tax is levied, more 
especially on companies and corporations. 

In the case of our foreign trade we are taking steps to eliminate 
a cause which leads to the denationalization of Italian concerns, 
either by signing new treaties for the avoidance of double taxation, or 
by studying legal measures to be taken in our own country which 
will ensure equitable fiscal treatment to foreign branches of Italian 
firms. 

Tax exemptions have been granted in favor of agriculture and 
house property. Among these I would mention the remission of 
fines for failure to send in returns for income obtained from farms or 
for inaccurate returns made during the first year in which such 
income became taxable, and the provision contained in the Decree 
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Law of September 20, 1926, N. 1,643 under which land tax exemp- 
tions, granted on account of losses due to'meteorological causes, are 
extended to income-tax levied on farmers. 

With reference to incomes derived from farming I would add that 
I am studying a plan which will ensure greater equity in the appli- 
cation of the tax on farm incomes as between owners who farm their 
lands directly, and tenants. 

Good results have been secured by the measure under which 
total exemption from taxes and surtaxes on workmen’s dwellings 
has been granted for 25 instead of 20 years, while partial exemption 
on other buildings, completed not later than 1940, has been restricted 
to a period of 15 years. 

Real estate has benefitted considerably by a measure authorizing 
the distribution of payment of arrears of the tax on capital, levied 
on the basis of assessments and revaluations, over the whole number 
of annuities still due. 

Other measures have been taken in behalf of the various important 
social works founded by the Fascist Régime, such as the National 
Work for the Protection of Mothers and Children, the National 
Balilla Work, the National Welfare Work, etc. 

The only new tax enacted is that on bachelors. So far about one 
million returns have been sent in by individual tax-payers and 
employers, of labor. The Head of the Government has stated the 
reasons which justify this tax, the revenue from which will be 
assigned to finance the Work for the Protection of Mothers and 
Children. 

As I have mentioned, the Fascist Government does not intend to 
meet the budgetary stringency which may be expected as a result 
of the revaluation of the lira by recourse to new taxes, but it is 
essential that the Nation should acquire a notion of its fiscal duties 
and that all citizens should realize that in cheating the Treasury 
they cheat their fellow-citizens. I believe that this truth is making 
headway, and for its part the Government is taking measures to 
enable the several tax-collecting commissions to carry out their 
duties in a manner suited to the new conditions which have arisen 
and in accordance with the interests both of the Treasury and of the 
tax-payers themselves, 
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COMPENSATION OF WAR LOSSES 


As the Chamber knows, the duties which the former Ministry 
of the Liberated Territories performed were transferred to the 
Ministry of Finance, and it is advisable to saya few words on this 
subject. Italy is honored by the fact that she has provided out of 
her own means for the total reconstruction of the property destroyed 
during the war. To this task the Fascist Government brought, as 
it always does, a decisive contribution which can be shown by a 
few figures. 

At the end of 1922 decisions were accumulating by the hundred 
thousand, but’ the indemnities granted were not finding their way 
into the hands of the sufferers. Today, out of over one million 
claims, 800,000 had been settled by agreement on March 31, 1927, 
over 250,000 decisions had been taken regarding claims on which an 
agreed settlement had not been reached or which had been refused, 
140,000 verdicts had been given by the commissions, 330,000 claims 
had been acted on by the technical offices, and those still in hand 
were but an insignificant remainder. 

At the end of 1922 the Treasury itself had paid out 538 million 
lire, and the major portion of the compensation claims had been 
left to the Banks which made advances to claimants. On March 1927 
the Treasury had paid out 2,246,000,000 of which 1,600,000,000 lire 
had been disbursed during the Fascist régime, a sum equivalent to 
three times that paid during the previous four year period, although 
that had been the period of acutest need. 

If we include in our calculation the advances made by the Banks 
on government funds we get a total of some 5,000 million lire for 
such payments. 

Among the banks, special mention must be made of the Istituto 
Federale di Credito per il risorgimento delle Venezie, which labored 
under circumstances of special difficulty. 

The reform introduced by me in January 1926 has speeded up the 
still remaining work to a degree which has exceeded our highest 
expectations. Superfluous formalities have been suppressed, con- 
ciliation boards have been introduced on a large scale, and have 
given excellent results. Thus the phase of the problem which at that 
date was still unsolved, that of the mass of work before the Courts, 
has been settled, and out of 30,000 cases still pending at the end of 
1925, and 15,000 others still hanging over, only 4,500 were pending 
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on March 31, ult., showing that 40,000 had been settled within : 


istry | *YCOr- h 
the In the newly acquired provinces steps were taken to repair the a 
this losses suffered by the great industries of Julian Venetia, on which 

It of the economic revival of that region depended. The losses caused 

ryed by the requisitions of the Austrian Government have been compen- : 

a sated by the grant of special facilities which do not run counter to E 

ya international rights, and which have given general satisfaction. 4 

All this mass of work has been accomplished with a reduced 

red staff. At the end of 1923, 187 offices with 1,586 employees were 

vay engaged on the task; the number has been reduced to 128 offices 
iow with 1,125 employees, and the expenses for the next financial year 


27 are foreseen in the small sum of 3 million lire. 
This brief summarized statement of facts shows that the heavy o 


an 

ad task undertaken by the Fascist Government of compensating war 

ne losses and reconstructing the wealth of the Venetian provinces has ; 
nd been almost fully accomplished. { 
THE CASSA AMMORTAMENTO 

n 

a The problem of war losses is connected with that of war debts. 


7 I need not remind you of the war debt settlements nor of the 

reductions secured by the Washington and London agreements, 
from a maximum of 130,000 million lire at the exchange rate then if 
current, to an actuarial value which at present exchange rates is ta 
equivalent to 15,000 million lire, taking into account the payments 
already made, payable over a period of 60 years out of receipts on 
reparations’ account. 

As I have already stated, our Country has made a splendid effort 
in compensating war losses and meeting the heavy burden of war 
pensions amounting to 1,400 million lire during the current year, out 
of its own unaided resources, leaving German reparations to our 
war loan creditors. Nothing more than this can be asked of the 
Italian tax-payer. 

For this reason I will make a brief statement on the Autonomous 
Amortization Fund, which I proposed, and which is working most 
satisfactorily as a clearing house for war debts and reparations, under 
the sagacious administration of the Cassa Depositi e Prestiti. 

The reparation payments due to Italy from Germany under the 
Dawes plan are made regularly. Payments in kind are almost all 
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in the form of deliveries of coal made to the State Railways, which 
pay for them to the Amortization Fund; only a small part of the 
reparation payments is made in cash. 

The situation of the Autonomous Amortization Fund shows that 
the estimates made in the Decree Law of May 3, 1926, were correct, 
The Fund has provided already for the payment of the annuities 
due to the United States and Great Britain, which matured on 
March 15, 1927. It has set aside the funds required for paying the 
quota falling due in June to the United States, and has begun to 
collect those which will be required for the payment to Great Britain 
which falls due on September 15, next, the last for the current year, 

The funds already paid in and those due, on the basis of a conser- 
vative estimate, fully ensure the regular discharge of our liabilities 
in this field. 

Our Ambassador at Washington has delivered to the Federal 
Treasury the new bonds provided for under the debt settlement, with- 
drawing the old ones duly cancelled. A similar operation has been 
effected for the British debt. 

We can thus say that all is proceeding according to schedule. 


THE BANK OF ISSUE—BANKS—THE VALUTA AND 
EXCHANGE RATES 


One of the major tasks I set myself on taking office has been ac- 
complished, i. e. the unification of the control of the currency and 
credit centered in a single bank of issue, the Bank of Italy. 


All great countries, in different but not dissimilar ways, have’ 


established a single important bank of issue, autonomous in the 
technical sense of the word, and capable of controlling with rapidity 
and firmness the complex questions involved in credit and currency. 

It can safely be said that the Bank of Italy meets these require- 
ments, and any further developments introduced to attain the pur- 
pose aimed at should only be considered as improvements made in 
its various organs to adapt them to their multifarious and ever grow- 
ing functions. 

The centralization in the Bank of Italy of the note issue, a privilege 
formerly shared with the Bank of Naples and the Bank of Sicily, 
has been carried out, notwithstanding the many transactions it 
involved, with the greatest tranquillity, rapidity, and accuracy. 
So much so that the measures taken shortly afterwards by the Fas- 
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cist Government to regulate more closely, check, and gradually 
reduce the note circulation were carried into effect without en- 
countering any technical difficulties. 

It is well to remember that of the 3,780,000,000 lire worth of 
notes of the two Southern Banks which were outstanding, some 
2,480,000,000 have been retired and replaced, in the short period 
under consideration, by notes of the Bank of Italy. 

Without this unification I can state that with all the good will 
in the world, and notwithstanding the ability of the persons in 
charge, it would have been very difficult to exercise a severe control 
over the circulation and thus to lay the foundations for the rehabili- 
tation of the lira. 

During this transitory period the Bank of Naples has been chiefly 
engaged in internal revision and reconstruction; its new statute has 
already been approved by decree law, and will confer on it that 
agility and rapidity of action which are the characteristics of a bank 
created under law. It places the Bank in a position to fulfil the ex- 
pectations of southern agriculture and commerce. 

The emergency administration of the Bank of Naples comes to 
an end with the approval of the new Statute. 

The Bank of Sicily, now better equipped and more concentrated, 
is also engaged in revising and centralizing its services, and in de- 
veloping those of its activities which are best suited to meet Sicilian 
needs; it also will soon have its new statutes and its permanent ad- 
ministration. 

And here I wish to say a word of the new function entrusted to 
the Bank of Italy under the measures I proposed for safeguarding 
national savings by the Decrees of September 7, 1926 and November 
9, 1926. 

In this field also, as in that of the centralization of the issue pri- 
vilege in a single bank, all the depressing anxieties expressed by over- 
zealous experts, who fail to adjust themselves to the rapidity of Fas- 
cist action, have been proven unfounded. Just as improvements 
in medical and surgical science reduce the causes of disease and death, 
so I believe that supervision exercised over banks rapidly lessens 
disease among them and will definitely eliminate the danger of their 
death. Banking phenomena belong to the natural economic order, 
they develop along lines which escape excessive artificial constraint, 
but this is no reason for abandoning them to themselves or to the 
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play of contrasting interests, more especially in times when national 
economy demands a reliable basis in the field of banking technique, 

There are too many banks in Italy; while the trend in all other 
countries is toward centralization, here they are multiplying. 

In 1913 there were 43 banks in Great Britain with 5,793 branches; 
in 1926 there were 18 with 8,676 branches. In the United States 
the centralizing movement, placed under the auspices of the Federal 
Reserve System, has led to the disappearance, during the period 
comprised between 1921 and the end of 1925, of about 2,000 joint 
stock and 80 national banks. In Germany centralization has taken 
place, accelerated since the monetary rehabilitation which took 
place at the end of 1924, and it is still going on. In France and Bel- 
gium, countries with a credit organization similar to our own, steps 
are being taken to secure a more organic organization of private 
credit on lines not dissimilar to those we are following. For a long 
time past the Scandinavian countries have supervised banks, en- 
couraging centralization by legislative measures similar to those 
enacted by the Fascist Government, measures which have given 
the desired results. 

To curb the further spread of new banking activities in Italy, the 
Government has reserved itself the right to authorize the opening of 
new banks after consulting the Bank of Issue. It has left the banks 
free in the exercise of their business but has placed limits on banking 
credit, so as to ensure its reasonable distribution and avoid its con- 
centration in a few hands. 

The Bank of Italy exercises general supervision, carried out by 
very simple means, over all banks except Savings Banks, which are 
still under the supervision of the Ministry of National Economy. 

In times when monetary values and prices are changing rapidly, 
banking is beset by many difficulties; old and unstable positions 
rapidly mature, and some dead wood has to be lopped off. But 
taken as a whole I feel it my duty to state that Italian banking 
business—that of large and small concerns alike—is deserving of 
the greatest respect and consideration and the confidence of the 
public is shown by the steady growth of deposits, a phenomenon 
which in times like these is deeply significant. 

I do not wish to inflict on the Chamber theoretical disquisitions, 
which are moreover contradictory, on the subject of currency cir- 
culation and the way in which it feeds banking business and generally 
controls all economic relations. 
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The currency is one of the most highly complex, technical, psy- 
chological, I might say, political phenomena one can imagine. Even 
those in possession of all the data may at times be surprised by new 
situations, and theories and forecasts in this field are dangerous 
and above all useless. I can however state without fear of con- 
tradiction that the quantitative control of bank notes and of their 
use affords the fundamental and decisive means for regulating the 
value of the currency. 

The total note circulation issued by the banks of issue, i. e. by 
the Bank of Italy, the Bank of Naples, and the Bank of Sicily, 
reached its highest level on December 31, 1920, when it stood at 
19,371 million lire in bank notes on account of commerce and 2,268 
million on account of the Treasury. 

When the issue privilege was centralized in one bank on June 
30, 1926, the total currency in circulation, exclusive of Treasury 
notes, stood at 18,342.8 million lire. This figure subdivided into 
11,613.4 million lire of bank notes issued on account of commerce 
and 6,729.4 million issued on account of the State. As is known, 
the former are offset by commercial paper and securities, the latter 
only by the credit of the State, and should therefore be reduced to a 
minimum and gradually annulled. 

On April 30, 1927, the total bank note circulation had fallen to 
17,578.4 million lire, 13,349 million on account of commerce and 
4,229.4 on account of the State. The reduction of the debt represent- 
ed by notes issued on account of the State, amounting to 2,625 
million lire, is accounted for to the extent of 125 million lire by 
the repayment of the statutory advances made to the two South- 
ern Banks, and for the residual 2,500 million by the cancellation of a 
like amount of special note advances made by the Bank of Italy to 
the Treasury, through the cession to the latter of 90 million dollars, 
the net receipt from the Morgan loan, transferred by the Treasury 
to the reserves of the Bank of Italy. 

This undoubtedly helped to improve the quality of the circulation, 
which is moreover all at the service of the market. 

The important fact is that the total circulation has been reduced. 
Treasury notes, of which 2,100 million lire worth were in circulation 
on June 30, 1926, have been reduced by 1,578 million lire by the 
withdrawal from circulation of 25, 10, and 5 lire notes. 

The note circulation, consisting of Bank of Italy notes and of those 
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still outstanding of the Southern Banks, amounted on May 20, ult, 
to 17,159.9 million lire. Thus the Treasury note and bank note 
circulation together amount to 18,737.9 million lire, as compared to 
21,999.9 on December 31, 1920, and to L. 20,442.8 million on June 
30, 1926, a note deflation of 3,262 million lire as compared to 1929 
and of 1,704.9 as compared to June 30, 1926. And it should be 
noted that the Treasury notes will soon be replaced by 5 and 10 lire 
silver coins and by a new issue of 20 lire silver pieces, so that it will 
be a circulation based on precious metal of intrinsic value. 

Deflation, tenaciously carried out and carefully supervised not 
only by the responsible Minister but also by the Head of the Govern- 
ment, entailed some hardships last autumn, and credit restrictions 
which have gradually relaxed. Indeed, the applications for advances 
on securities and for rediscounts received by the Bank of Italy are 
now normal, while deposits are constantly increasing. 

On the other hand, the Bank of Italy and the Treasury have 
persevered in the policy of increasing their gold reserves through the 
agency of the National Exchange Institute. 

The reserves of the Bank of Italy in gold bullion and specie and 
in equivalent valuta, i. e. its gold credits, amounted on May 20, 
1927 to 2,812 million lire, inclusive of 489 million lire held by the 
Bank of England under the well-known agreement; a first instalment 
of this gold will be returned to us next year. 

The ratio of the gold reserve to the 17,159 million lire in circulation 
on May 20, 1927, stands at 16.38 gold lire for every hundred paper 
lire, as compared to 10.78 gold lire for every hundred paper lire at 
which the ratio stood on June 30, 1926, when the currency in cir- 
culation amounted to 18,342.8 million lire, and the gold reserves of 
the Bank of Italy, inclusive of those in London, to 1,977.2 million. 

At present exchange rates, which stand around go lire to the 
pound sterling, 2,812 million gold lire are equivalent to 10,034.3 
million paper lire, so that the gold reserve represents a cover, at 
present rates, of 58.47%. 

But in addition to this cover there are the large sums held available 
for the Treasury by the Exchange Institute, largely as a result of 
the purchase of appreciated valuta obtained by foreign loans to 
municipalities and private parties and by direct purchases made out 

of the Treasury cash balance when favorable opportunity offered. 

This further large liquid reserve can at any time be used, in whole 
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or in part, against delivery of its counterpart in Bank of Italy notes. 
This threat, which international speculation knows is held over its 
head by the Italian Treasury, affords a serious guarantee against 
exchange fluctuations and enables the Treasury to control them 
within certain limits. 

I have already spoken of the trend of exchange at the beginning 
of my statement: I will add a few figures. 

On July 1, 1925, the Treasury held only a few million dollars; 
exchange rates were stringent, and the dollar and sterling were 
severally quoted at 27.55 and at 133.60, with a tendency to a further 
rise. Government intervention was urgent to check speculation, 
but with only a few million dollars in hand and with the war debts 
unsettled, intervention could only take the form of manoeuvering 
the currency. For this reason the Treasury procured for the business 
of the nation and for itself eight months of relative calm with ex- 
change rates fluctuating around 120 to the sterling. This lasted 
from September 1, 1925, to May 13, 1926; quotations were steadied 
by means of an exceptional movement of funds, the extent of which 
has been definitely stated in the accounts for 1925-26 recently 
deposited with the accountant of the portfolio at the Court of Audit. 
The cash turnover for that year amounted to 142,000 million lire 
as compared to 3,000 million in 1913-14; the portfolio orders to 34,- 
000 million lire as compared to 722 million lire in 1913-14. In spite 
of this colossal turnover, the account rendered confirms the summary 
statement I made to the Senate last year, when I affirmed that the 
loss incurred by the Treasury did not exceed 86,898,399.63 lire. 

In May 1926 all defensive action and all manoeuvering of the 
currency ceased, and Treasury transactions have returned to normal. 
The lira, after depreciating as I have stated to a much lesser extent 
than the French and Belgian franc, began, after the Pesaro speech 
and the resolute initiation of currency deflation, to recover, gradually 
rising to its present level. When relative calm once more prevailed 
in the money markets, the Treasury demobilized and transferred 
all its exchange business to be settled and wound up during the 
current financial year by the National Exchange Institute, which 
was equipped for its new tasks and has become the sole provider of 
appreciated valuta required for the needs of the State Administration. 

As the Prime Minister has already said, the Fascist Government 
dates the history of the valuta back to October 1922. The dollar 
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was then quoted at 23.07, the pound sterling, at gold parity, to which 
it had not then returned, at 106.35, the Swiss franc at 442.40, the 
French franc at 177.82, the gold lira at 462.59. 

Today the differences in our favor are the following: on the dollar 
5.80, on the pound sterling 18.08, on the Swiss franc 92.90, on the 
French franc 106.40, on the gold lira 112. 


THE ISTITUTO DI LIQUIDAZIONE 


During the current financial year the circulation statement of the 
Bank of Italy still contained a conspicuous item on account of the 
Autonomous Section of the Consortium for Subsidies on Industrial 
Securities which reflected the important residual liabilities inherited 
from the bank failures of the post-war years for the settlement of 
which the Treasury had had to intervene through the Bank of Issue, 

A Decree Law of November 6, 1926, suppressed this Autonomous 
Section and concentrated the task of realizing residual assets which 
had been divided between several bodies entrusted with their 
administration, in one body known as the “Istituto di Liquid- 
azione,’’ now in full working order and which is simplifying and 
rapidly settling the several situations with a further gain in the 
direction of currency rehabilitation, in so far as is compatible with 
the notable difficulties of the present economic situation. 

Two significant figures give an idea of the progress being made 
with these liquidations. 

The debt of the former Autonomous Section of the Consortium 
to the Bank of Italy, net of the sums accumulated on behalf of the 
reserves, amounted on July 1, 1926, to 2,072 million lire. 

The debt of the Liquidating Institute, which took the place of the 
former Autonomous Section, had fallen on April 30, 1927—likewise 
net of the accumulated reserves—to 1,608 million lire, a decline, 
therefore, of 464 million lire. 


THE NATIONAL DEBT 


Italy’s only national debt abroad is that of 100 million dollars 
on the loan placed in America in November 1925 known as the 
Morgan Loan. We have begun its repayment in annuities for fixed 
amounts spread over a period of 26 years. 

The corresponding debt in Italian lire will depend on the trend 
of exchange rates. If it had to be repaid today it would be equiva- 
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lent, with the amounts already amortized, to approximately 1,770,- 
000,000 lire. 

I have already spoken of the foreign war debts. 

The internal national debt stood on June 30, 1926, at L. 91,309,- 
000,000 :—63,453 million lire of consolidated and 27,856 million of 
floating debt. 

I need not remind you of the great funding operation carried 
out last November connected with the issue of that loan known by 
the desire of the people as the Lictor’s Loan, which afforded such 
a notable proof of national solidarity, over 3 million persons having 
subscribed to it. 

The Lictor’s Loan, in accordance with the requirements of ad- 
ministrative accountancy, will appear in the situation of the Na- 
tional Debt published in the Monthly Treasury Statement as soon 
as the script has been issued. On May 31, 1927, the situation of 
the internal National Debt, inclusive of all new subscriptions and 
the conversion of Treasury bills into securities of the new Loan, 
which amount to a sum of some 27,055 million lire, consisted of the 


following items: 


Funded debt eae . 84,584 million lire 
Dee GUO kk ee _.. i 2 oe 
Total debt on May 31 ee ee 


The statement I made to the Senate on December 9, 1926, is 
thus fully confirmed when I said, before the issue of the Lictor’s 
Loan, that the total internal debt would be smaller after its issue 
than it had been at the beginning of the financial year, notwithstand- 
ing the premiums given in nominal capital to the holders of Treasury 
bills who were required to convert them into consolidated stock. 
The facts also confirm my statement that the Italian people had sub- 
scribed the sum which the Fascist Government had asked for. 

The following succinct figures which can be easily remembered are 
those into which the National debt subdivides: 

Pre-war debts. ............ Oe S83,48@000000 


National Loans **  36,049,000,000 
Lictor’s Loan 27,055,000,000 


Nine-year Treasury Bonds ...... . “  7,275,000,000 
3.50% Venetian Bonds for the reconstruc- 
tion of the liberated territories .... “‘  1,204,000,000 
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4.75% bonds maturing in 25 years. . . . L. 572,000,000 
Treasury notes .. . ‘* _ 1,713,000,000 
Bank note currency lease on adhd Treas- 

ek. ee : ‘ 4,229,000,000 
Interest or current ait with the Cam 

Per ene hse ee a 2 225,000,000 


Besides 10 million lire of 4.36% redeemable Austrian debt, in 
all a debt of 90,751 million lire. 

It should be remembered that on June 30, 1923, the National 
Debt amounted to 95,544 million lire, and it is then evident that 
the Fascist Government has radically solved the question of the 
floating debt which now amounts to only 6.66% of the total, and 
consists exclusively of bank notes in circulation and of Treasury 
notes, whereas on June 30, 1923, it amounted to 63.33%. At the 
same time the total national debt has been reduced by over 4,000 
million lire. 

As you know, an annual sum of 500 million lire is now provided 
in the estimates for the gradual elimination of the debt represented 
by the present bank note circulation on account of the Treasury 
and, as I have stated, the nature of the Treasury note debit is being 
modified by replacing notes by silver. 

Lesser sums are assigned for the amortization of the 3.50% con- 
solidated stock, and for the other debts already figuring in the 
Treasury accounts. 

As I stated at the time of the funding of the floating debt, the size 
of that debt was a danger to the Treasury as it had been for the 
Treasuries of our Allies, who in various ways had to take measures 
in its regard. 

The Treasury bill is an excellent instrument of credit which in 
due time will again be introduced by the Italian Treasury. Its func- 
tion is more especially that of regulating the flux of receipts and ex- 
penditure as reflected in the cash balance. But when it becomes a 
permanent short-dated debt it is a danger. 

At the beginning of the year the British Government issued a 
loan for the conversion of Treasury bonds but it still makes constant 
use of Treasury bills. 

The French Government, which has made over to a special Amorti- 
zation Fund all the National Defence Bonds and Treasury Bonds 
outstanding on October 1. 1926, also has authority to issue bills 
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up to a limit of 5,000 million francs, a right to which it has had 
recourse. 

For the present our normal cash resources have acquired remark- 
able elasticity, and we can meet the important coupon of the Na- 
tional debt which falls due on July out of normal Treasury resources. 

The Ministry of Finance has already announced that on July 1, 
the bearer bonds of the Lictor’s Loan—there are nine million of them 
—will be delivered and they will be consigned to the holders in 
monthly batches not later than December 31, of this year. 


Gentlemen of the House: 


I have had to make heavy claims on your attention in asking 
you to follow me in this statement regarding National Finance. 

Even so, I have only been able to deal with the more important 
problems and those which most effect the general economic status of 
the country. 

There are other problems of notable importance which I cannot 
touch on at this time but which are nevertheless engaging the vigilant 
attention of the Ministry of Finance. I would refer more especially 
to the custom’s régime, of growing importance in all countries which, 
urged thereto by the needs of the home market, are raising barriers, 
I should rather say substantial walls, to protect their respective 
positions. I need only quote as an instance the ad valorem duties 
levied by Great Britain and the United States which exercise an 
almost prohibitive pressure on foreign imports, and the new French 
tariff now being considered which is also a significant document of 
that high protection which characterizes modern Governments, a 
policy which we follow in a very attenuated form, for in our case 
duties are restricted to what is strictly necessary for the protection 
of vital interests of our country. 

I will also refer to the problem raised by earthquakes which is of 
great financial importance and which I have tried to define by closing 
the time for the presentation of further claims. This measure can- 
not be considered unjustified when we bear in mind that nearly twenty 
years have elapsed since the first of these earthquakes occurred, and 
that even in the case of the more recent ones a sufficient number of 
years have gone by to allow of the presentation of documents proving 
the claims advanced by the sufferers. The Government is now 
studying the momentous problem involved in such expenditure so 
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that it may be solved as far as possible, keeping in view two funda. 
mental points: first, that all the repairs be made which are required 
for the economic restoration of the districts affected, and secondly, 
that the tax-payer’s money be spent in the interests of those who 
were really the victims of the disaster. 

A problem of no less importance is that of the completion of the 
land register, a work of high civil and social import involving the 
solution of problems closely connected with the economic and 
political revival of our Nation. I need only call to mind the possi- 
bility of obtaining reliable statistics of agricultural production, 
the execution of land reclamation works, expropriations for public 
works, the equitable distribution of credit, and also the equaliza- 
tion of fiscal burdens, all measures which can only be assured when 
we have a complete register of the whole territory which can be 
made the test in carrying out such great works. 

The attention of the Ministry of Finance is also directed toward 
the monopolies, and special care is being given to the matter of the 
cultivation of Italian tobacco. Of recent years the tobacco crop has 
become of considerable importance and is exceeding the needs of 
the Monopoly and of our still scanty facilities for export. 

It will therefore be necessary to take measures to reduce gradually 
the production of Italian tobacco so as to avoid the immobilization 
of capital by the accumulation of large stocks of raw material which 
cannot be utilized, and more especially so that part of the area under 
tobacco may be placed under crops of greater national importance, 

Finally, leaving minor problems out of account, we must care- 
fully consider the need of developing some State industries, or- 
ganized as joint stock companies, such as the promising Ansaldo- 
Cogne iron mines and the Italian Petroleum Corporation, whose 
notable achievements have recently been made public. 

The work entrusted to the Ministry of Finance is, as you see, vast 
and complex, but we count on the collaboration of the functionaries 
who are maintaining their splendid tradition of service and to whom 
I send my grateful thanks. 

Inspired by the example set by the Head of the Government we 
are animated by one only desire, that of contributing with all our 
strength and power to the greatness of our beloved Italy which, as 
the Prime Minister said, now worthily holds her place in the world 
arena as a great and united Nation. 
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TEXT OF THE ITALIAN LABOR CHARTER! 


THE CORPORATIVE STATE AND ITS ORGANIZATION 


Article 1. The Italian nation is an organism whose aim, whose 
life, and whose means of action are superior to those of the single 
individuals occupying and forming it. It is a moral, political, and 
economic unity, which finds its complete expression in the Fascist 
State. 

Article 2._ Labor in all forms, intellectual, technical, and manual, 
isa social duty. In this sense, and only in this sense, is it under the 
guardianship of the State. The whole body of production is a single 
unit, from the national point of view; its objects are unified and are 
summed up in the well-being of the producers and the development of 
the national strength. 

Article 3. Professional or syndical organization is free. But only 
the syndicate legally recognized and under the control of the State 
has the right legally to represent the entire category of employers or 
workers for which it is constituted: to protect their interests as 
regards the State and other professional associations; to stipulate 
collective contracts of labor binding upon all persons belonging to 
the category, to exact contributions from them, and to carry out in 
relation to them delegated functions of public interest. 

Article 4. In the collective contract of labor the solidarity between 
the various factors of production finds its concrete expression through 
the conciliation of the opposing interests of employers and workers 
and their subordination to the superior interests of production. 

Article 5. The Tribunal of Labor is the organ through which the 
State intervenes to regulate labor controversies, whether with ref- 
erence to the observance of pacts or other existing regulations, or 
with reference to the determination of new labor conditions. 


Article 6. Legally recognized professional associations assure 
legal equality between employers and workmen, maintain discipline 
in production and labor and strive to perfect them. The corpora- 
tions form the sole organization of the forces of production and 


1Reprinted from Current History, Vol. XXVI, No. 3, June, 1927. 
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represent all their interests. In view of this complete representation, 
and of the fact that the interests of production are national interests, 
the corporations are recognized by law as State organs. 


Article 7. The corporative State considers private initiative jg 
the field of production as the most efficacious and most useful in. 
strument in the interests of the nation. Private organization of 
production being a function of national interest, the organizer of a 
company or undertaking is responsible to the State for the manage. 
ment of its production. Collaboration between the productive 
forces entails reciprocal rights and duties between them. The whole 
working staff—technician, general employee, or workman—is an 
active collaborator in the economic undertaking, the direction of 
which lies in the hands of the employer, who has the responsibility 
for it. 


Article 8. Professional associations of employers are obliged to 
promote in every way possible an increase in production, to improve 
it, and to obtain a reduction in costs. The representatives of those 
who follow a liberal profession or an art and the associations depend- 
ing on the State, join in protecting the interests of art, science, and 
letters; in perfecting the processes of production and in attaining 
the moral aims of the corporative system. 


Article 9. Intervention by the State in economic production 
occurs only when private initiative is lacking or is insufficient, or 
when the political interests of the State are involved. Such inter- 
vention can assume the form of control, assistance, or direct manage- 
ment. 


Article 10. In collective controversies with labor legal action 
cannot be begun until the corporative organ has tried conciliation. 
In individual controversies concerning the interpretation and ap- 
plication of labor contracts professional associations have a right to 
intervene for conciliation. Competence in such controversies de- 
volves upon the ordinary magistrature, with the addition of assessors 
named by the interested professional associations. 


Article 11. Professional associations are obliged to regulate 
through collective contracts the relations between the categories of 
employers and employees they represent. The collective labor 
contract is stipulated between first-class associations, under the 
guidance and control of the central organizations, exception being 
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made of the faculty of substitution on the part of the association of 
higher grade in cases provided for by law and statute. Every col- 
lective labor contract, under penalty of nullification, must contain 
precise regulations on disciplinary matters, on trial periods, on the 
extent and payment of compensation, and on the hours of labor. 


Article 12. The action of the syndicate, the work of conciliation 
of the corporative bodies, and the decision of the Tribunal of Labor 
guarantee the approximation of salaries to the normal exigencies of 
life, to the possibilities of production, and to the actual output of 
labor. The determination of salary is not controlled by any general 
rule and is entrusted to agreements between the parties in collective 
contracts. 

Article 13. The consequences of crises in production and mone- 
tary crises should be equally divided among all the factors of pro- 
duction. Statistics collected by the public administrations, by the 
Central Statistical Institute, and by legally recognized professional 
associations regarding the conditions of production, the labor situa- 
tion, the monetary market, and variations in the life of the workers, 
coordinated and elaborated by the Ministry of Corporations, will 
provide a criterion for reconciling the interests of the various cate- 
gories and classes and their interests with the superior interests of 


production. 

Article 14. When payment is made by piece-work, and the 
liquidation of piece-work is made by periods longer than a fortnight, 
adequate accounts must be made weekly or fortnightly. Night-work 
not included in the regular periodical periods of labor is payable at 
higher rates than day-work. When labor is paid by piece-work, 
payment should be determined so that the industrious worker with 
a normal capacity for labor will be able to earn a minimum above 
his basic pay. 

Article 15. Employees have the right to a weekly rest on Sunday. 
Collective contracts will apply this principle, taking into account 
the existing rules and the technical requirements of an undertaking, 
and in view of these will ensure the respect for civil and religious 
holidays according to local traditions. Employees must scrupulously 
observe working hours. 

Article 16. After a year of uninterrupted service in an undertak- 
ing requiring continuous labor, an employee has the right to an 
annual paid holiday. 
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Article 17. In undertakings requiring continuous work a laborer 
has the right, in case of a breach of contract and in case his discharge 
is not due to his own fault, to an indemnity proportionate to years of 
service. Such indemnity is due also in case of the death of a laborer, 


Article 18. The passing of any undertaking which requires cop. 
tinuous work into the hands of another owner does not end the 
labor contract and the personnel preserve their rights under the new 
owner. Similarly the illness of a worker not exceeding a determined 
length does not terminate a labor contract. A call to arms or service 
in the national militia is not a cause of discharge. 


Article 19. Infractions of discipline and acts which disturb the 
normal functioning of a company, committed by workers, are 
punished according to gravity, by a fine, suspension of work, or 
immediate discharge without indemnity. Cases in which these 
penalties are applicable will be specified. 


Article 20. New employees will be subject to a period of trial 
during which the right of ending the contract will be reciprocal, with 
payment only for the time of actual work. 


Article 21. The collective labor contract extends its benefices 
and its discipline to home workers also. Special rules will be issued 
by the State to assure cleanliness and hygienic conditions of home 
work. 


Article 22. Only the State can investigate and control the 
phenomenon of employment and unemployment of workers, which is 
a complex index to the conditions of production and labor. 


Article 23. Employment offices organized on the basis of equality 
are placed under the control of the corporative organs. Employers 
must seek help among the workers registered in those offices and they 
have the option of choosing workers who are members of the party 
or of the Fascist Syndicates, depending on the length of time they 
have been registered. 

Article 24. Professional associations of workers are obliged to 
carry out selective action among the workers, intended constantly 
to increase their technical capacity and moral value. 

Article 25. The corporative organs must see that the laws against 
accidents and the policing of labor are observed by individuals 
belonging to the affiliated associations. 
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Article 26. Prevention of accidents is another manifestation of 
the principle of collaboration toward which employer and employee 
must proportionately contribute. The State, aided by corporative 
organs and professional associations, will endeavor to coordinate and 
unify, as far as possible, the system and the agencies of accident 
prevention. 

Article 27. The Fascist State proposes to accomplish, first, the 
improvement of accident insurance; second, the betterment and 
extension of maternity insurance; third, the establishment of insur- 
ance against occupational illnesses and tuberculosis and the elabora- 
tion of a system of general insurance against all illness; fourth, the 
improvement of insurance against involuntary unemployment, and 
fifth, the adoption of special forms of endowment insurance for 
young workers. 

Article 28. It is the task of associations of workers to protect 
the rights of their members administratively and juridically regarding 
accidents and social insurance. In collective contracts of labor, as 
far as technically possible, mutual funds for the sick will be established 
with contributions by employers, employees, and Government 
representatives, these funds to be administered by representatives 
of each under the control of the corporative organs. 

Article 29. Assistance to individuals represented, whether or not 
they are members, is the right and duty of the professional associ- 
ations. These must carry out directly through their own organs 
their functions of assistance. They cannot delegate them to other 
organizations or institutions except for matters of a general nature, 
over and above the specific interests of each category of producers. 

Article 30. Education and instruction, especially professional 
instruction of their representatives, members or not members, is one 
of the principal duties of the professional associations. They must 
support the action of the national organizations with respect to the 
Dopolavoro movement [a nation-wide State organization to provide 
recreation, education, and general beneficent assistance to the 
workers of both sexes after working hours] and other educational 


initiatives. 
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